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swtement as of Decernver 31, 2006 of e IMlOliN@ Healthcare of Michigan, Inc.

ASSETS

Current Year Prior Year
1 2 3 4
Net Admitted
Nonadmitted Assets Net
Assets Assets (Cols. 1-2) Admitted Assets
1. BONGAS (SCHEAUIE D)....oovvorrircirrierciiieciieeseisesesi et ensssssins | oesssesssiens 1,000,000 | .cooueveerirerirennieniiees | ceeerieeeinns 1,000,000 | ..coovveernees 1,000,000
2. Stocks (Schedule D):
2.1 PrEfEITEA STOCKS.......oucveiireciriirriecieceit et seseeens | aeisesiesssssseseessssssesines | soressesinesiness s eninessanes | sersees s L0 RN
2.2 COMMON STOCKS.......ouiiiieniicieiii s | srbessssss s sssss s esies | sorsiiesi s ss s ssenes | sevsesiesss e LU RN
3. Mortgage loans on real estate (Schedule B):
BT FIISEIENS. .o | s | s | e LU T
3.2 Other than firSEHENS.......eveeveeeeeieierie e sess s ssesssessees | sssessessanssessessasssnssessesses | enssssnsssssssnssmssssssnsnes | sessssnssenssssessessnssnsnns (0 S
4. Real estate (Schedule A):
4.1 Properties occupied by the company (less §.......... 0
ENCUMDBIANCES)... ..ttt ettt ae bbb bes s asbesebebenas | ebesesssssssssstesessstessssssetes | cresesessssesssesesessesessnaes | soesesesessesessssssesissesenes {1 [T
4.2 Properties held for the production of income (less §.......... 0
ENCUMDBIANCES).......vvveeeeee ettt ettt este ettt eas s s s s et sesessssessssesenes | stesesssnssssesesessesessssetes | sesesesssesssssesessesesesinaes | seesesesessesesessssesessesenas {0 [T
4.3 Properties held for sale (less §.......... 0 @NCUMDBIANCES)......cvecvveieeriieeieieieiiesieies | eeveisinssessesesissssesseses | ctessesessssssssssssssssessss | sesesissesssssessssessesssenes [0 I
5. Cash ($....62,919,709, Sch. E-Part 1), cash equivalents (§.......... 0,
Sch. E-Part 2) and short-term investments ($.....57,969,616, Sch. DA).........ccouuerermmereees | orverennnne 120,889,325 | ...ooovverrrecrrerireciens | e 120,889,325 | ........c.. 131,591,696
6. Contract loans (including §.......... 0 PrEMIUM NOLES)......ocveieeieercresieres e sesssssereseesesensens | sesvessssissesssssesssssssssesins | coessesississessssessessssssssssns | sesesessessessessssessessesenes [0 I
7. Otherinvested assets (SChEAUIE BA).........c.cururireireireiieineineieisesneiseiseessssesssaseens | setssssssssssesssssssssesssssesses | eesseesesssssssssssnssnssssnes | sessssessmsssssssssesesnsnn [0 T
8. Receivables for SECUMLIES. ..ot esssseesesesssesssssesesnns | cvenns
9. Aggregate write-ins fOr iNVESIE @SSELS.........ouurrururiririiriee e sreessssseees | cesessenissssssssssnssseseeaas 0
10. Subtotals, cash and invested assets (LINES 110 9)......c.covevvrverciereeerieeisee e seeesnees | cveeveernns 121,889,325 | ..cvcveieeeeeceee [0 1 I 121,889,325 | ............ 132,591,696
11. Title plants less §.......... 0 charged off (for Title INSUMEIS ONIY).......c.eururiereerrerriirieneinnines | cevereeseeresinsensesessssssssnnes | cersesssesessassseesnssssssssns | seesessessssssssssssssnseseens [0
12.  Investment income due and @CCTUE...........ccccruiimiiiniiniiirineneessissseeniesines | ceeeieesiensesssiennes 5,700 [ .ocvvuveirerierineniniienes | ceeisreeniiseiisninns 5,700 | .o 5,660
13.  Premiums and considerations:
13.1 Uncollected premiums and agents' balances in course of COlIECHON. ...........ccccee. | cverrierieiireieieseeieeies | e [ e {0 [T
13.2 Deferred premiums, agents' balances and installments booked but deferred
and not yet due (including §$.......... 0 earned but unbilled PremiUMS)........cccccceveies [ eevverereieeeieecerecreeiens | e ssesesens | everesssesssesesesessesssens {0 [OOSR
13.3  Accrued retroSPECHIVE PrEMIUMS........civiiviireeereie ettt tes st ss s b ssssesssssaes | ebessssesessssesesessssesssssseses | cesessssesssssesessssesessseses | sresesessssasesssesesiesesenns {1 TR
14. Reinsurance:
14.1 Amounts recoverable frOM MBINSUTETS............c.ieuremmrrerieeisiiesesesseneesessines | ressssssssesssssssnesssesssns | sesseesssssssessssesssessssenes | oesssseesssnessssssesesnnns LU O
14.2  Funds held by or deposited with reinSUred COMPANIES..........c.evuriurrurerrerriieiriies | cerereireireeeneineiseesssensseees | cereeesneensssesessnsssssssenes | seesessessesseessssssseeens [0 T
14.3  Other amounts receivable Under reiNSUrANCE COMTACES...........c.uurrrmrrerierieriiees | crererrrissenesessmneesseenines | cerseesssssniessssessseesssenes | oersseemsenessssseenssnens LU RO
15.  Amounts receivable relating to UNINSUFE PIANS..........c.vuvirrierinrirriinrinsinsisnessisssessensseses | seesssssssmssssssssssssesssssasses | ressesssssssessssessmsssssssssnes | sssmsnssersssssessesssssesns [0 I
16.1 Current federal and foreign income tax recoverable and interest thereoN..........cccocvvces | e | e | e [0 T
16.2 Net deferred taX @SSEL...........vvrrrrrrreeereceeeeese st sessssssessssssnsees | sessseessnesssens AT8,373 | oo | s AT8,373 | oo
17. Guaranty funds receivable OF ON AEPOSIL...........cruriririeireieieieereise ettt seesssteees | seesetsssnstesesssssssessassastes | oessesessssessssessessssssssnes | sessssessessssssessessessnsnns [0 T
18. Electronic data processing equipment and SOftWarE...........cccvvervrveerevereriereerereseeenens | covvversereereneens 197,652 | oo 43,388 280,541
19. Furniture and equipment, including health care delivery assets ($.......... (1) USSR 1,643,260 |...ccovecrerevierieeenn0 | e 35,760
20. Net adjustment in assets and liabilities due to foreign EXChaNGE FALES..........ccevevrveeeis [ cevvererieesieeieieeeeesees | erveieiiesiesesesessesesessens | ceevessesinsssesssssessesieens {1 TR
21. Receivables from parent, subsidiaries and affiliates.............cccooeviveervceiceeieeeccciiees | e 149,325 | oo | e 149,325 | oo
22. Health care ($.....5,388,883) and other amounts receivable...............cccoeveeererieeeeciiens | cevvereneinne 5,388,883 | ..coveririennen 726,796 | ..oovvcvrnen 4,662,087 | ..coocvrrnns 4,959,963
23. Aggregate write-ins for other than invested asSets............cocovvecerieeericeeceee s | eevesisianeas 23,493,537 | oo 18,112,160 | ...ocoevueee. 5,381,377 | oo 3,368,289
24. Total assets excluding Separate Accounts, Segregated Accounts and Protected
Cell Accounts (LINES 100 23)........cuuevuurriericriiirinesenrssseesesmmsessssesssessssesssesessssssns | eeesensenes 153,246,055 | .....ccocoo.n. 20,525,604 | .....oceo.. 132,720,451 | ..ccveenee. 141,241,909
25. From Separate Accounts, Segregated Accounts and Protected Cell Accounts.............
26. TOTALS (LiNES 24 @NA 25)........ccumeeemrerieceierrisesiseessessesisssssessssessssssssssessssssssesssnesen | svsnesssnens 153,246,055 | .....ccoeev.n. 20,525,604 | .....ccee.. 132,720,451 | .ccvonnee. 141,241,909
DETAILS OF WRITE-INS
0901, oo eeseeeseeer e ees et s et enn £ | S8R s ene sttt nntan | neestees et st stenntes | cereess et (0 R
0902, ..ottt | Heren ettt | senstes ettt | cesee st (O
0903, ..o reereese ettt | S8 s sttt et | neeetees et st st st | serees sttt (0 O
0998. Summary of remaining write-ins for Line 9 from overflow page.........c.ccccvveveeeveeeieeies | ceeveseiereseeresienevans [0 (01 {0 0
0999. Totals (Lines 0901 thru 0903 plus 0998) (LINE 9 @DOVE).......ererererrrrrarrresmssessssressesessens | sassessssssesssssessassssssenes (O (1N I (O] I 0
2301. Prepaid EXpenSES/DEPOSIES. ........cvueviviireiieieieieiesisesieisssesse st ses s sssssssesseses | evsssessssesines 159,656
2302. Intangible Assets (Goodwill/Patient FilES)............coeeveveveeresieiireeeeseee e esseees 23,333,881
2803, ettt | S8 b ettt | neeet ettt etst s | ettt (0 R
2398. Summary of remaining write-ins for Line 23 from overflow page..........ccceveveeeeerieeeies | ceevesnseresievescene s [0 (01 (0 I 0
2399, Totals (Lines 2301 thru 2303 plus 2398) (Line 23 8DOVE).......ccruerreersreesrsesreessrsesneess | eersseesseens 23,493,537 | .ooovovviennne 18,112,160 | ..o 5,381,377 | oo 3,368,289




swtement as of Decernver 31, 2006 of e IMlOliN@ Healthcare of Michigan, Inc.

LIABILITIES, CAPITAL AND SURPLUS

Current Period Prior Year
1 2 3 4
Covered Uncovered Total Total
1. Claims unpaid (less $.......... 0 reinsurance Ceded)........ouvrmrererereeeeeeieiseesiessssesienns | ceveeeernseennd 63,392,341 | ..o | s 63,392,341 | ..oovvvrnd 69,781,734
2. Accrued medical incentive pool and bonus amounts...........c.cccceeveieieiiiesieeieenns | e 1,191,008 | oo | e 1,191,008 | ...coovvireene 1,616,787
3. Unpaid claims adjustment EXPENSES...........ccueveveiieiiicereieiseetseeree e sesseessesenes | sevevessesissesenes 1,202,669 | ...cooveverereerereeereeeieens | e 1,202,669 | ...coocvvvernenne 1,184,426
4. Aggregate Nalth POIICY FESEBIVES.........cvcuiieeeeeeeeee ettt sssestans | etesesessesssesesesestssesesssesens | ceesisetesessesessssssssesssesesans || seetesessssesssssesessesesssenns [0 TR
5. AgQregate life PONICY FESEIVES.........cvieiveicisiieieiete ettt sssssenss | sressstesiessssessesssssssessessssans | sessssesssssssessesssssssssessnsesss | seesessesssssessssessssnsessesad [0 R
6.  Property/casualty UN€arned PrEMIUM FESEIVE. .........cccuivireriirireesereesssesiessssessesessesses | sessssesiessssessessssssssssssssans | sessssesssssssesessssssssssessssesss | sessessesssssessssesssssssessesad [0 R
7. Aggregate NEalth ClAIM MESEIVES. ..ottt eseisens | feeeesestssssessssssessssssesssnes | £ressessessnsssssssnsssssssnsanes | fessessssssessesssssesssnssessans 0
8. Premiums reCeiVed iN @AVANCE..........c.ucuuiuiiiriiiieiri sttt sisensiens | coresiesssesiesises s sesisesaes | stbssssssssessesieset s s esieneins | ereistseesss s seenseeneeesses (0 O
9. General expenses UE OF ACCIUEM...........ccvvverrieeireiereeeeisessieses s ssessesesssns | evessesesesnans 2,032,585 | ..o | e 2,032,585 | .o 1,752,851
10.1 Current federal and foreign income tax payable and interest thereon
(including $..........0 on realized capital gains (I0SSES)).........rreererrermnrreereemmirereiinies | wereersesieeneens 186,602 | ..o | v 186,602 | ....ovvverirnne 3,068,971
10.2 Net deferred tax ability...........c..ccooveieiicreieecccs et ssssessesints | serssssssississessssssessesssessens | oesessessssssesssesssssssnssssesss | sessesssesssssssssssnsnsesesan (01 IR 88,999
11.  Ceded reinsurance premiums PAYADIE............ccceicveveeiiricieseesiess e essessssnsens | cevsssesiesssessssssssssssesessens | sevessesissssesssessssssssessssesss | sessesissossssssssessssssessesa 0 [
12. Amounts withheld or retained for the account Of OtNETS...........cccoviiiiiiiiiciiiiies | s | s | e (U OO
13.  Remittances and items NOL AlIOCATEM..............ccuiiiiriieieceeinieis | et ssiesbenies | erisess e esienns | oesssesssesiess s (0 OO
14. Borrowed money (including $..........0 current) and interest
thereon §......... 0 (including §.......... 0 CUITENE). ..ottt sssssssensss | sressssssessesssesssessssssesssens | sssessesssssssssesssssssnssenssns | sessesssssssssssesssssssssssesses (0
15. Amounts due to parent, subsidiaries and affiliates............cccoceieiriiiieieieieiieieis | ey | ereeesnse e | ceerese e (0} I 3,840,897
16, Payable fOr SECUMLES. ... .vuvvevierireireieierieeie st sss e ssssses | sressessesssssssssssesssssssssessens | sressnssesssssnssnssmssssssssnsnns | sessessesssessessassosssessessons [0
17.  Funds held under reinsurance treaties with ($.......... 0
authorized reinsurers and §.......... 0 UNAULhOMIZEA TBINSUIETS)......c.cveveiiieveteeiereieeeis | ereeee et esessessseesesesenes | ereresesesesssessesssssesesesenss | sevesesssnsssesesssessessssna [0 TR
18.  Reinsurance in Unauthorized COMPANIES.........cccviveviiniieieteiite et seressseses | cevebesssiessssssssesessesesssssesns | sereresssssssssssesessesessssssess | svssesesessesesssssssssssssesens 0 [
19.  Net adjustments in assets and liabilities due to foreign eXchange rates...........cccvves | oeveeieieiieseieieiees | e | svevesesinsesssse s [0 R
20. Liability for amounts held under UNINSUTEd PIANS..........c.cueiueicveieiiricsieseeisieissiens | cereressesissessssesiessssessessssns | soessssesissssssssesssssssesssssssens | essesessessessssessssassssessees [0 SRR
21.  Aggregate write-ins for other liabilities (including §.......... 0 cUrrent).....cevevereeeerees | e 4,887,463 | oo [ 4,887,463 | ....cocvn 4,741,325
22, Total liabilities (LINES 110 21).......veererrerereeriseeisreeessseesssessseesssesssssessssssseessssssnes | sevesesssseseons 72,892,668 | ...oovvvverrercrineeenenns (O I 72,892,668 | ....oooovevrennn 86,075,990
23.  Aggregate write-ins for special SUrpIUS FUNAS............courririninrninnieseeeeeeeeeees | cereeseesnnes ) 0.9 S IS D90 O OO [0 U 0
24, CommON CAPItAl SLOCK..........ccveveieerciciiecieeeie ettt s s beness | svsessneenees ) 0.0, GO IR ) 0.9, O ISR 159,000 | .ovvevererirne 159,000
25.  Preferred capital SOCK...........ovurierierrereiecscsrsee st ssesssssnnens | sssessessanes ) 0.9 N IS XXX cvieririerins | et | eveissiesseses e sess s
26. Gross paid in and contributed SUIPIUS...........cccvveeviverieeeveeee et enaens | evreseeenees ) 0.0, GO IR ) 0.9, SO ISR 84,814,563 | ................. 63,814,563
27, SUIPIUS NOLES......coeeeverctereie ettt ettt ess s ss st s ssses s s snsesans | svsessssesees ) 0.0, GO IR XXX esvrirvees | eeereisniseesessesissssessesessns | ceviesesinsssessesesss s
28. Aggregate write-ins for other than special surplus funds.............ccceeveveveeesvcsrceiees | cevvvverennns 0.9 ORI R XXX ooviveeiies | e 0 [ e 0
29.  Unassigned funds (SUMPIUS).......ceevereereireiesiresieeiseesesetsstesaess s s sssssssssesssssssess | svsessssesees ) .0, G IR D09 SO IS (25,145,780) | ..cvovvvvrrrnnn (8,807,644)
30. Less treasury stock at cost:
30.1 .....0.000 shares common (value included in Line 24 §.......... 0).ieeeeeeeieeeeenn | e D9 O XXX reviteiiiiens | ettt | eeeeesetesse s ssaesssaebesessnans
30.2 .....0.000 shares preferred (value included in Line 25 §.......... 1) OSSN ISR D0 ST XXX ieieieiiiies [ erireieesieessieesssstesessrens | evessietessesesssssasssssssesesnans
31. Total capital and surplus (Lines 23 to 29 minus Lin€ 30)........c.cceeevereererrierieieiiens | cverrirennns ). 0.0, COTINN IR 9.9, GO [T 59,827,783 | .ooveieinas 55,165,919
32. Total liabilities, capital and surplus (Lines 22 and 31).........cccoeurrerenrreeseneeneneiieenes | ceeeeennees ) 9,0, G [P 9,0, 0 GO [P 132,720,451 | ..o 141,241,909
DETAILS OF WRITE-INS
2101, Premium TaXeS DUE.......cccucvirrrieiieeieeiieeriesssenieessssssssessseessssssssssssessssssssssenes | sessessssssssssens 4,887,463 | ... | e 4,887,463 | ...oovvens 4,741,325
2102, Rt | Hesbe et b bbbt | Hbent bttt | enetens st LU R
2103, Rkt | Hesbs sttt eennes | Sfenesnenss st et nesst st enns | erstens st st LU R
2198. Summary of remaining write-ins for Line 21 from overflow page..........ccoooevmenrnines | ovenrrneinenissneeseinnens [0 [0 [0 U 0
2199. Totals (Lines 2101 thru 2103 plus 2198) (Line 21 @bOVE).......ccoivvwerrrrensrenciesneesrnenns | corsveessseeneens 4,887,463 | ..o (V] 4,887,463 | ..o 4,741,325
2301, Rt | nesteneenes ), 9.0 R S XXX cotrreerrvennns [ coreeennmeesneesnsesesnesssssesnns | seeessessesssesssssessesssesenns
2302, et nes | eeneensenes ), 9,9, TN ST XXX otieevinevins [ eomeerineesiessiesessssssesesens | seesessses s ssessseseons
2303, e Rt nnnnns | nesrnneenas ), .0, N S XXX otrreernvennns [ cereeerneeesnsensseesnesssssssnns | sesssmessnsssnssssssessessseseons
2398. Summary of remaining write-ins for Line 23 from overflow page.......cccoeeeveevevveeens | cevvevevnne. ) 0.0, G IR D00 G T [0 0
2399. Totals (Lines 2301 thru 2303 plus 2398) (Line 23 @bOVE).......cccvveveeriererierrrerisisrinins | eviererees 0.0, S [ D08 S [N (01 0
2801, et | eereenienes ), 9.9, RTIRTIN SOOI XXX eevirervinnes | oeerereeresensessssniessinenns | e
2802, st | eereenianes ), 9,9, RIRTIN TR XXX covirevvinerins [ e | sevssesessessiseessesseeseons
2803, ettt | eeneeseenas ), 9.9, RTIRTIN VRN XXX oeeriervinnes | rverereevesensnesssssessineens | coeesieesiessiesessenssssees
2898. Summary of remaining write-ins for Line 28 from overflow page.........cccocoevvveeeeeces | covvevevennas 0.9 GO XXX vt | e [0 T 0
2899. Totals (Lines 2801 thru 2803 plus 2898) (Line 28 aboVe)........ccccuwrerensrrisrmesrrensriense | cevverseeonas XXX ooeeesreenns | cevneeennnes XXX.oereneenenes | eoerensnssesessssneesssesensd (O R 0




swtement as of Decernver 31, 2006 of e IMlOliN@ Healthcare of Michigan, Inc.

STATEMENT OF REVENUE AND EXPENSES

Current Year Prior Year
1 2 3
Uncovered Total Total
1. MEMDEI MONINS.......ooiiiiici s | sbtrissisasneas D, TN [T 2,765,276 | ...cccooouviviiiniianee 2,834,165
2. Net premium income (including §.......... 0 non-health premium iNCOME)..........cocuevrevrieeiinreisieieesiens | evveereieeinns XXX coeveieveinnens | e 498,632,076 | ...oovvvvrerernne 503,592,189
3. Change in unearned premium reserves and reserve for rate Credits.........coeveveiereeveveencieeisies | coereisninnnas XXX oitivieireiiniens [ eiveiesesse e ssississsens | eressessssesssse st ses s sse s
4. Fee-for-service (netof §.......... 0 MEICal EXPENSES).......cvvrrerieiiereieieieeisse s sssesssssssnes | cresesessnsans XXX etritevieiiniens [ e sssssssssens | ersssessssessssesssss s s sessesaees
B RIS TEVENUE........oir bbbttt | etisesieesaas XXX it [ et siesiesies | oeriassinssss s
6.  Aggregate write-ins for other health care related reVENUES............c.covveviveiecieiicieecee e | e XXX oo | e (30,063,115) | ..cvovvcrerereaes (30,878,976)
7. Aggregate write-ins for other NoN-health FEVENUES..............ccriuriurieriieeee e sseesees | eeeesssssseens .S S
8. Total reVENUES (LINES 210 7)....uvuiveieieeiieceteietee ettt ettt ntesnbans | ensessssasseneas ) .0 SO
Hospital and Medical:
9. Hospital/MEdICal DENETILS..........co.cvieeieieie ettt sssaens | evssessessssssssssessssensasassssssnsenss | esessesessssessesan 221,420,030 | .oovcreeree 251,848,217
10, Other ProfESSIONAl SEIVICES........c.vueiveiicvieeie ettt sa et s s sssssssans | eesessssssssssessstessessssessesnsssssnes | evessesnssssssssanes 39,889,539 | ..o 35,114,969
11, OULSIAE TEIBITAIS. ...ttt sttt bt sassannes | eosesssssssassessstesssssssessesssssssnas | evessessessessssssanes 26,099,240 | ..coovevrerere. 30,247,434
12, EMErgency room and OUE-O-IBA...........cocueurireirereisieississiseessstsssssess ettt essssssssssssesssssssssnssens | essesssssessessessasssessessessesssnsses | sessessesssessessossons 25,120,736 | ..o 24,495,653
13, PIESCHPHON ArUGS....oevvvreieiseiieieieiseisieie ettt ss bbbt nsessessntns | nesessesasssnsessntessnnsesssessessessnse | fessesessessessnsassens 70,456,140 | ..ooovvvrrreirrnnne 70,800,188
14,  Aggregate write-ins for other hospital @aNd MEAICAL..........ccccerueieiiiiriee e | eresessssee e sssesens (0] 2,143,309 | oo 2,673,178
15.  Incentive pool, withhold adjustments and DONUS @MOUNES............eieierieirieniesieeissssesssinseinnes | ersesssssssssesssesssssssssssssessessnes | eossssesassssssssssesea 1,018,657 | ovoveieeiieciis 825,583
16, SUDLOtAl (LINES 910 15)....u.virrirrieirieicciieriessi ittt nnes | estssess st [V S 386,147,651 | ..o 416,005,222
Less:
17, NEt TEINSUIANCE FECOVETIES..........cuuuiuueiririiiiiie ittt bbbt | et stb bbbttt snni e | stbsnisenssses s enssees 279,089 | .o 546,672
18.  Total hospital and medical (LINES 16 MINUS 17).......ccurvurrrermemmeeineriseriseeeseesseesssnesseesssessssessssesn | oeesssesssssessssssssnssssesssssessns [V 385,868,562 | ..oorvreennenns 415,458,550
19, NON-NEAIN ClAIMS (NEL).......oviiieieiciic ettt sttt benas | sbsebssassessessntessesssbessessssessnss | ebsbessessessssassesssssntesssenssnsesss | sbessesssssesessessssesssnsesssbessensesas
20. Claims adjustment expenses, including $.....7,347,133 cost CONtaINMENt EXPENSES..........ccvrvverveerees | coveeeeerieeeieeseeseeeseeesessesssseess | erveeeseesseessenseons 11,781,145 | ..... ....8,126,443
21, General adminiStrative BXPENSES.........c.c.cvivueiveicieie et b st sb bbbt ssbens | sessessssestessesessessasssssssessnssntans | seesessessssessssesa 41,060,479 | oo 36,233,288
22. Increase in reserves for life and accident and health contracts including $.......... 0
INCrease in reSEIVES fOr lifE ONIY).......civeveieireieie ettt ss s ss s esssesses | fenssssssssasssnssnsssssensensasssnssasses | ansessosssnssessansanssessessansenssensans | stesssssnssansonsanssnssensansnssnssanes
23. Total underwriting deductions (LINeSs 18 throUgh 22).............cvevveieieieiieieissiesie s sessssesseses | erssssesssssessessesssessessessassans (] 438,710,186 | .oooovrrriiennnnd 459,818,281
24.  Net underwriting gain or (I0sS) (LINES 8 MINUS 23)........cceueireriiiiirierieeeessese e ssessssessesens | sossessssessenns 0.0, O IFTRTNRRN 29,858,775 | oo 12,894,932
25.  Net investment income earned (Exhibit of Net Investment INCOME, LINE 17).......cceviieininieniies [ oreisinssiesssssesseisienens | srevsesssnssessssesenns 5,687,433 | oo 3,359,480
26. Net realized capital gains or (losses) less capital gains tax of $.......... 0t | eresersssissenes st entessssenserasssntes | sesessesiesssensersnsesansessntentenies | tietessesinsisteses st n et ensentansas
27. Net investment gains or (I0SSES) (LINES 25 PIUS 26)...........ceevrveiriveiueireiiieiieiseissseissssssssessssessessessssesees | sessssessssssssssesssssssssessssensas [ 5,687,433 | oo 3,359,480
28. Netgain or (loss) from agents' or premium balances charged off [(@amount recovered
L J— 0) (amount charged off §.......... 0)]oeveeereereee ettt s bbbttt ss s stnes | enbsestiesstesbaessess s b es b sstntas | eetsestinessestsesseness s b s teesstentes | siensiessies ettt eees
29. Aggregate write-ins for other iNCOME OF EXPENSES........coiueiiiriiiirieiriese sttt essssesnes | sressssessssssssssesssssesassessssenses {0 I 2,080 | oo (9,143)
30. Netincome or (loss) after capital gains tax and before all other federal income taxes
(Lines 24 plus 27 plUS 28 PIUS 29).........vuuuverrmeirririeineessessieesseesiessssesesssssesess e sssesssssessesssessssenes | sessesseessnns )99 SRR TR 35,548,288 | ..o 16,245,269
31.  Federal and foreign inCOME taxes iNCUITE...........ciueeirireieiriisieisie et snsens | sessessssessenns 0.0 O IFTRTORRN 12,360,972 | oo, 5,476,703
32, Netincome (10ss) (LINES 30 MINUS 31).....ourvuevirereiieiiiieieieiisieisiesseiseissseseesssssessssssssessssensessessssessess | sensessssessens s XKKrersnrenersnsenss | svevessessssessssess 23,187,316 10,768,566
0601, Premitm TaX......oocvcuveiiiieriissieiiisississisnsiississiessissssssessessssssessesssssssssssssssssssessmssssssesssessesses | conseenssnsses XKunsnesnnennnnes | coneeenienseniennee(30,003, 118) [ oo
OO OO OO OTOTPTSTRPRRSOTN ISVPRRTRPTINY 0.0, CHOTOTOTOT FOOT OSSPSR BSOS
0B03. ..eooveereeeeare et
0698. Summary of remaining write-ins for Line 6 from oVerflow Page............ccueeurereernrierircmnnsierincnnenninas
0699. Totals (Lines 0601 thru 0603 plus 0698) (LiNE 6 @DOVE).........cereuerieiiiiiisiieiieisserieissi et sieneas
0707, ettt bR
0702, .ot eee s
0703, oottt
0798. Summary of remaining write-ins for Line 7 from overflow page...
0799. Totals (Lines 0701 thru 0703 plus 0798) (LiNE 7 @DOVE)......c.eueriiueriieiirisiessieisssessessessseessesssssnsansseeseans
1401, Patient TranSPOMAtON. ..........ceiirieiiccecee sttt s b nsenns | stsssetesestesesssnsessssesesssssesanns | sesesssssssnsesesssanes 1,958,801 | oo 2,481,764
1402, QUAIILY ASSUTANCE. .......cvuiveieiriieeiseise sttt ses sttt es s bbb sttt s st s s ssetens | Hensessntestessesessessessessnsessnssntens | sressssessnssessssessnssesns 184,508 | ..ovovoeeeine 191,414
TAD3. ot R AR R R R SRR st etk e et s et ennes | etsetesteetes et et Rre s et st neetens | ebeseseesee et ettt en et et ntanrens | ebeeseseriee sttt s et nnes
1498. Summary of remaining write-ins for Line 14 from overflow Page...........cccuveiriniieiininierinineinns | oo L0 RPN 0 | s 0
1499. Totals (Lines 1401 thru 1403 plus 1498) (LiNe 14 8DOVE).........ruerreeuirmriireniirisssresenesnssesssesensssssssssees | eorssessssesssssessnsessssssssssnas [V 2,143,309 | .o 2,673,178
2901, MISCEIIANEOUS........coomiemrirriirciitieiiineseie ettt | sebie b ess bbb ss bbbt nins | ebeenbeessesnseenbeneennseeneas 2,080 | oo (9,143)
2002, et | Heb iR Rttt | Herees e | et
2 RO OO PO O TSP OT PP U FOOP OO OT ST BSOS
2998. Summary of remaining write-ins for Line 29 from overflow Page..........ccoceveieuririeiieceesseseieenes | e 0 | e 0 | oo 0
2999. Totals (Lines 2901 thru 2903 plus 2998) (LINE 29 DOVE)......vrururrrreresesresessresesssssssssssssessssssssssssses | soessesssssssssessassssssessassessanees (O] I 2,080 | .o (9,143)




swtement as of Decernver 31, 2006 of e IMlOliN@ Healthcare of Michigan, Inc.

STATEMENT OF REVENUE AND EXPENSES (Continued)
1

CAPITAL AND SURPLUS ACCOUNT

Current Year

2
Prior Year

33.

34.

35.

36.

37.

38.

39.

40.

41.

42.

43.

44,

45,

46.

47.

48.

49.

Capital and SUrplUS PriOr FEPOIHING PETIOM. ........vurerererrerirrisreeseeee e sestsee et e et st b bbbt s bbb enbresias
Netincome OF (I0SS) fTOM LINE 32........... ettt ettt bbb
Change in valuation basis of aggregate policy and Claim MESEIVES...........c.vwririrririrriereeiesse e sse s ssnens
Change in net unrealized capital gains and (losses) less capital gains tax of §......... ettt
Change in net unrealized foreign exchange capital gain OF (I0SS)..........cvivruiireierereie e b e es s snsanees
Change in Net deferred INCOME T8X........cveviieirieieie ettt br st
Change iN NONAAMIEA ASSEES........cviueiiiriirieiieciee e st as sttt
Change in UNAULNONZEA FEINSUIANCE. ..........ovueiiieirieeieie ettt bbbttt bbbttt
Change N TEASUNY STOCK.........ueuiiriieiieiiiieiiei ettt bbbt bbb bbbttt bbbttt nn s
Change iN SUIPIUS NOES.........vuvuiirciiiciiie ettt sttt sb bbbt bbb bbbt be sttt
Cumulative effect of changes in aCCOUNtING PHINCIPIES.........cuevueviveieicieie ettt nes
Capital changes:

B4 P Ittt
44.2 Transferred from SUrPIUS (STOCK DIVIENA)..........cvureuierririeirriereieieee ettt
44.3 Transferred to surplus
Surplus adjustments:

45.1 Paid in
45.2 Transferred to capital (SLOCK DIVIAENG)...........vuiviiieririsciciesi sttt sttt
45.3 Transferred from CAPItAL..........ccovieriieiriireee ettt b bbbt s
Dividends 10 SIOCKNOIABTS.............cuuuiiiiiiiiiirii bbb
Aggregate write-ins for gains or (I0SSES) IN SUMPIUS.........veuiveieirerise ettt ss s ss st b bbbt ses e sse st s s enee
Net change in capital and SUMPIUS (LINES 34 10 47)........cueiiuiieieeicieie ettt

Capital and surplus end of reporting Period (LINE 33 PIUS 48)........c..ceiriuiiiiririieieieieie ettt

....................... 55,165,918

....................... 23,187,316

........................... (102,721)

......................... 5,577,269

....................... 37,935,059

10,768,566

........................... (284,818)

......................... 4,747,111

...................... (45,000,000) | ..o
....................................... [
......................... 4,661,864 | ................17,230,859
....................... 50,827,762 | .................55,165,918

AT03. ettt f R £ R RS £ SRR £ 4R £ E 4o E R4S £ SR RS SE 4R £ 4 SR EE 8RR R84 £ER SRR EE SRR £ R £ R4S R R RR SRR E 4R R4 eRE 4R R e R e b eeeResR et entenste | £ieEeeteeetestessenteessessententeesiente | essessestiee st st st e st s s s entaenaas
4798. Summary of remaining write-ins for Ling 47 from OVEMIOW PAJE..........vuureriierienrircireie et seesessssesstsnss st sss st ssessssssssssssessessans | sssessessssssesssssessnsssssessnssnnes 0 [ e 0
4799. Totals (Lines 4701 thru 4703 plus 4798) (LINE 47 @DOVE).......vuueerserusruersseseieessesseessnsssessssessamssesassessessssssesssssesssessessessensssssessessensnes | sssesssssssssssssssessnsssssessessnnes {0 0




swtement as of Decernver 31, 2006 of e IMlOliN@ Healthcare of Michigan, Inc.

CASH FLOW

Currer11t Year PriorzYear
CASH FROM OPERATIONS
1. Premiums collected net Of FEINSUIANCE..........c.ouiiiiiiiir st | eniesssneisesisens 498,632,076 | ...covoovverinnns 503,592,189
2. NEtINVESIMENEINCOME. .....c.cvuiviieeiiie ettt ettt bbb as st sbes st s e bbb st s s sssssntentes | dnsessssinsssesassansas 5,687,393 | ..o 3,355,289
3. Miscellaneous income.. ...(30,063,115) ....(30,878,976)
4. Total (LINES 1 HhIOUGN 3)...cuuuieeeeeecciiiieciieei ittt | eebsensneestenens 474,256,354 476,068,502
5. Benefit and [0SS related PAYMENLS...........c.cviuiiieiiieicicce ettt bbbt ensnts | ebessesniiesnaenas 392,683,734 | .ooovvea 404,485,216
6.  Nettransfers to Separate, Segregated Accounts and ProteCted Cell ACCOUNES.........c.vverererimrerreeisiesessessesssssssssssssssssnssssss | seesessesssesssssessmssssssssessmssnsns | sessessesssessnssessesssnssessessesssnsss
7. Commissions, expenses paid and aggregate write-ins for deAUCHONS...........oiuiveiiiiiiiiecee et | cevevessniessseseaens 52,395,429 | ...ooovviririeran 44,394,946
8. Dividends Paid t0 POIICYNOIAETS.........c.ccueveicieciiecteect ettt bbbt b e b ss s ssesas | sbsebsnsessasses st esses s s s sessssessnns | sesessssessassessnseses st st et banbnae
9.  Federal and foreign income taxes paid (recovered) §.......... 0 net of tax on capital gains (I0SSES)..........ccvruerrirererrereieieeieiiens [ e 15,243,341 | .o, 3,968,525
10 TOtal (LINES 5 TOUGN 9)...cvvvuieeeiiieiceisieeereiess ettt bR 460,322,504 | ...coovvvvinenne 452,848,687
11. Net cash from operations (Line 4 minus Line 10).... 13,933,850 |.. 23,219,815
CASH FROM INVESTMENTS
12.  Proceeds from investments sold, matured or repaid:
1201 BOMAS.....eceerirereces ittt | Hereen et 310,000 | oo 690,000
12,2 SHOCKS. ettt ettt ettt ss s E s s s Re 8RR RS R ettt et | nebsesses e aseses sttt snestntans | Heseetessentae s s s st n e bnen
12,3 MOMGAGE I0BNS........oicviicectccte ettt b b s b s s s bbb b a b e s s bbb aa bttt et s s st ebestesessans | ebesessssessstetesantesesansetessetenes | ebesssesereaetesen et n et naerena
124 REAIESIALE. ...ttt | Hhb b e Rb bbb | Sebbe bbb
12.5 Other invested assets
12.6 Net gains or (losses) on cash, cash equivalents and short-term investments..
12.7  MiISCEIANEOUS PrOCEEAS. .......vuiveiiieisiieiciei ettt et sttt b bbbt 12,874
12.8 Total investment proCeeds (LINES 12.1 10 12.7).....cuururiuriueirieiineinieeiieeseesseeseee st sese s sssss st sessssessssns | sesssssssssssssssssssesens 310,000 | .covereeeeieieieene 702,874
13.  Cost of investments acquired (long-term only):
131 BOMAS. ...ttt bR | Shren et 310,000 | oo 690,000
1312 SHOCKS. ...ttt Rt | Hebebe bbbt | bbb
13,3 MOMGAGE I0ANS.......ocveieireieteeeee ettt sttt sttt s b s sttt s et s b s s s sesessesan s sasssesntenas | nrsessssessssesstessessetssesanssesnes | ebsesinsessseesnseseen s et st es e beebenee
13.4 Real estate
13.5 Other invested assets....
13.6 Miscellaneous applications
13.7 Total investments acqUIred (LINES 13.110 13.8)......cuiiriiiecieieieee ettt sttt et ss st s sstes e tnss | snsessssessesssssssssassanes 310,000 |..ovvireiieeiian 690,000
14. Netincrease (decrease) in contract 10aNs aNd PrEMIUM NOES..........ccccieuiveiiceeeceete ettt tesesae st senssasastesassens | sesseaesessesesessssssssssetesessnsasanas | cetesssassssesssesessssesssessssesananes
15, Net cash from investments (Line 12.8 MINUS LINES 13.7 @N0 14)......co.oiiiirireeierire sttt sssssssssssnes | essessesssssssessessssssessnssesenns (1 U 12,874
CASH FROM FINANCING AND MISCELLANEOUS SOURCES
16.  Cash provided (applied):
16.1 SUIPIUS NOES, CAPILAI NOLES........cuuiveteiiiei ettt a bbb bbbttt bss bttt ss st asassebessesas | ebebessssnssssssetesentesessssetesanteses | ebessssessseseteseseses s eaebesaebenas
16.2 Capital and paid in SUPIUS, €SS trEASUNY STOCK.........c.uerueririrririeeireire sttt sttt snnes | ebsesesseessesaees 21,000,000 |..coovriererererann 2,000,000
16.3 BOMTOWED FUNGAS......eereeeececeeeiecieeities sttt sttt et | nebsessessssssessessnssnsessnssnssnsnns | sbsessessesssessessnssaeesessnssessnnsaes
16.4 Net deposits on deposit-type contracts and other insurance liabilities
16.5 Dividends to stockholders
16.6  Other cash provided (PPHEA).......ourururirriririe ettt (636,221) | ..o 6,129,448
17.  Net cash from financing and miscellaneous sources (Lines 16.1 to 16.4 minus Line 16.5 plus Line 16.6)..........c.cceevevreeveveres | cvsreriinninrennnas (24,636,221) | .eovvevrerrrriian. 8,129,448
RECONCILIATION OF CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS
18.  Net change in cash, cash equivalents and short-term investments (Line 11 plus Line 15 plus LiN€ 17).......cccoevevervvvveiveiereeies | cevvverrrvirerenennas (10,702,371) | covevrerrerereriens 31,362,137
19. Cash, cash equivalents and short-term investments:
19.1 BEGINMING Of YBAI. ...ttt ettt ettt bsnntns | sebnsasbnesnntnes 131,591,695 | .oooivrirenne 100,229,558
19.2 End of year (LiNe 18 PIUS LINE 19.1).......cvuuecriririririeiiiieiiieneiseisiseciseesisesessesssseessnssssessssesesnesssessssesssssessssssnsessssessesses | eeeonersmessencsens 120,889,324 | .....oovvcrvrienn 131,591,695

Note: Supplemental disclosures of cash flow information for non-cash transactions:

20.0001

.................................................................................................................................................................................................................................... I




Statement as of December 31, 2006 of the MOIina Healthcare Of MiChigan, |nC.
ANALYSIS OF OPERATION BY LINES OF BUSINESS
1 2 3 4 5 6 7 8 9 10 1 12 13
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health XVIII XIX Stop Disability Long-Term Other Other
Total and Medical) Supplement Only Only Benefit Plans Medicare Medicaid Loss Income Care Health Non-Health
1. Net Premilm iNCOME. ..ottt nsnes | cbneed 498,632,076 |........... 300,524 | ..o [ e | e | e | 986,001 |....497,345,4671 | ....ooviiiirinciinis | e | e | e | e
2. Change in unearned premium reserves and reserve for rate credit..........o.oooceereicrierircicieenns reerrerererenienenens e [ | s | sresesesssesesinienss | esessssesseseseseses | seresessesiessesssesiess | seesessessesesssesinss | seressesissiesesesessins | sresessssessessesestense | esesessessessesssseses | snesessesiesissesesiess | seesessesiesessnsesannas
3. Fee-for-service (net of $
4. RISK TEVENUE.......couviieieririeeesete ittt | cone
5. Aggregate write-ins for other health care related revenuUES...........ccoceevveeievesienssieneeniens | onees (30,063,115) | ..eoeeeeree(18,119) | o0 [0 |0 [0 e 0. (30,044,996) | ......coovrrrrirnn (1 R (0 (0 0 [ XXX
6.  Aggregate write-ins for other non-health care related revenues...........cccucvevevceciisicsiceiins | 0 oo XX | eeeee XXX e e XK [t XXX s | e XK s [ XXX oevane e 0.0, S I XXX e [ 0.9, SR I .09, S .0, S I 0
7. Total revenues (LINES 110 B).....everriererieireiinrississesnssssisssssssesesssssssesssse s sssssesssssessssssnssesses | sssees 468,568,961 | ..........282,405 | ..o | iiiiiiiieeen0 {0 i | 986,091 | ....467,300,465 | ..cooovveirrnnnnnn, (] I (] I [ I [ I 0
8. Hospital/medical DENEILS. ..ot | sees 221,420,030 | ..o 97,545 | s [ s | s | e | 545,165 |....220,777,320
9. Other professional SEIVICES.........ccouuiuieiieiiieieieeisse ettt sssensas | seneenes 39,889,539 | ..o 27,255 | oo [ e | e | e | ereressenins 2,342 | ... 39,859,942
10.  Outside referrals............ccccuu.... 26,099,240 .25,555 |...... 26,073,685
11, Emergency room and OUL-0f-8rEa.......c.ceueurrrmrererireressessssssessssessessssssessesssssssssssssssessessesssnsss | sesesees 25,120,736 | ..oo0eeeen 10,794 | o | e [ eriiseseseinien | eveeninieinsseeenns | e 10,998 | 25,098,944
12, PreSCripion QrUGS........oeiiieiciieieieiceisise sttt en st snssssnns | sessenes 70,456,140 | ..oeeeee32,516 | oo | v [ evesneensenienes | covsenssssssssnsennes | eoeeenen 121,290 | 70,302,334
13.  Aggregate write-ins for other hospital and medical.............cccoeveveieiisicsieeseeeseens | e 2,143,309 | ..ccoeeriviieeeenn0 |0 0 0 0 3,674 2,139,635
14.  Incentive pool, withhold adjustments and bonus amounts..............ccccceveeeeievereievereieeeenns | e 1,018,657 | .o 798 [ eeeceieciens | eveeeicisniieesiens | ereiesieiesieiessiies | eeeresississesssiesiens | eoeresesessisssseninnes | evenens 1,013,859
15, SUDLOLAl (LINES 810 T4).....euieiicrricise et | crsees 386,147,651 ...385,265,719 | .o 0 [ e 0 ] i (1 0 [ XXX
16, NEt rINSUIANCE TECOVETIES. ......uvuereierieireieesseisstseesests sttt et snies | anbssissnses 279,088 | ..viieiieineiieiinns | enrineiieinsnsinninns | e | e | s | snessssssssssesenenenns | oeresenees 279,088
17.  Total hospital and medical (Lines 15 minus 16)... 385,868,563 ....384,986,631
18, NON-health Claims (NEL)........c.vvuiirriiriirir e | reesesiseess s 0 [ XXX s | e XX i | e XXX [ e XK [ e e XK s e e XK X i [ ) .0
19. Claims adjustment expenses including $.....7,347,133 cost containment eXpenses............cc.. | coeeee 11,781,145 | it 1570 | oo e | eeveesessisssessenns | ervessisnssssesinens | cevenneenn21,679 | . 11,757,896
20.  General administrative EXPENSES.........ccccevrireirisierererisserseesissssesssssssssesssessenesssesesssessens | 2eeneend 1,080,479 | i 17,357 | | v [ evesseieninseneins | covsvensessssssnenens | coniennen. 890,747 | L 40,592,375
21. Increase in reserves for accident and health CONTACtS...........c.oveereereercnnirinneiierrneneneens [ vrrrieiineneneenend0 | s | e | s | sesessnssssesssiessesses | sessessessasssessessansns | sessessessessesnssnnes | sesessessesssessessnsss
22, Increase in reserve for life CONMTACES..........cvwurerrerrenirreneeieeerise st nens [ | I [ D ,0 ST P XXX ooveenee [reneens 0.0, SO XXXeoevereee [ e 0.9, S R )., S D XXX..........
23.  Total underwriting deductions (LINES 17 £0 22)........c.ccoreurirneirerinrininrieeessissesesesseessssssessisnnes | eene 438,710,187 | ........... 191,835 | oo 0 | v (V10 T (V1 TR (VN I 1,181,450 | ...437,336,902 | .....ccceonvrrernecn. (V1 IO 0 | e 0 | v 0 | v 0
24.  Net underwriting gain or (loss) (Line 7 minus Line 23)............coceurrmeurieneineenincneeeeeeesseieeenes | rriees 29,858,774 | ............ 90,570 | oo (V1) [P (V] [P (V] [P (V)] (195,359)] ...... 29,963,563 | ..ooverrreriinnn (V] [ (0] [ (V1] [ (V1] [P 0
0501.
0502.
0503.
0598. Summary of remaining write-ins for Line 5 from overflow page.............ccccuevenirnrinemnnincnins | v (V1 O (01 TR (U T (V18 T (01 RO (0] 0
0599. Total (Lines 0501 thru 0503 plus 0598) (LIN€ 5 @DOVE)......ciuriireiiririeiriisiesei s
0601.
0602.
0603.
0698. Summary of remaining write-ins for Line 6 from overflow page...
0699. Total (Lines 0601 thru 0603 plus 0698) (Ling 6 @bOVe).......c.ceiviieerieiiieiieieieeee s
1301. Patient TranSPOrTAtiON. ...........cuoireireiirireresee ettt 1,958,044 | .o e | oot | e rereens | cerees XXX..........
1302. QUAlitY ASSUTANCE. ......ccorvreerririinireirereiieissisiseessissseessessessessssesssssssssssssssssessnsnssesssssssessessssensessenes | seressesneres 105,908 | coriieiiineiiiieiiinns [ | e | i | oeeisnsesennnnsees | snennnennneni2gd 17 v, 181,591 | oo | v | eeisseieeennenes | seveessseesnessseseennes | reeeens XXX oo
1303, bRttt | sehenb sttt 0 [ et | e | e | et | st eneneses | sesesessessenesesis | resesesenesesnnes | cnesesessesesesns | sereseseesne s | oerneeesnesnesnesenns | s | s XXX
1398. Summary of remaining write-ins for Line 13 from overflow page..........ccocvveeevrieeevsieieicees | cvvveriieeisieenann (01 (1 [ I 0 | oo (01 IO (01 I (0 [ I 0 | oo (01 IO (01 IO (0 I (01 IO (VN XXX
1399. Total (Lines 1301 thru 1303 plus 1398) (LiN€ 13 @DOVE).....curerrerrerrerrerrerseisresressessesssssnesesenas | cessessees 2,143,309 | .o (] [ [ I [ I (O] IS (V)] [T 3674 | ... 2,139,635 | .o (] [ (] IS [ I 0 [ XXX




Statement as of December 31, 2006 of the MOIina Healthcare Of MiChigan, |nC.

UNDERWRITING AND INVESTMENT EXHIBIT
PART 1 - PREMIUMS

1 2 3 4
Net Premium
Direct Reinsurance Reinsurance Income
Line of Business Business Assumed Ceded (Cols.1+2-3)
Comprehensive (NOSPItAl AN MEAICAI)............ccciiiiieiiiieiiis ettt ettt a bbb et s et et e s s s b b e st et b b e e s s s s b et be et b s s s et e be e At b st se s et e bbb e bas e ae bt et ss s b s aetesesasants | 4ebnsesesessssesesssseaesseaetebensnsees 302,004 | oo | et 1,480 [ 300,524
MEAICATE SUPPIEMEN.........oivieeiieiiieisiisistie st ettt et ires eesetessessss et es e sessee s s s s e s s s ees e b8 sesee s st s e b s b e Ese b s s e s R s s s 428 £ a8 ee £ s R e A E e s e AR e 2808 E R s R e a R s e bt s b e s b s et st e s stessnnse | £1etessesonssnsessesassessessnsensesantntessetessessnss | 4rebessessnssessssessssessansesantesessesessessnsessnns | ahessesssessessnsessesanssnsessetessessassnsessesansuns | sesssessesansassesantessessesnsessesensantessesense
DIBNEAI ONIY...ocvviictee ettt sttt e s e s4bsbsebebiesebe st seae b e s A et et b e R b bR A et b bR bR AR e Ae b b ee bbb e A e bk eehebe s s e AebesAe b et et s AeEeb A e A e b et b sA e b s AR e A et s Ae bR sAeAe bbbt bes s ebebeshebetesssaebebans | Shebetsssiesasaetetetasetassseaetebeetebessnaetetanta | neretetebestebessssstetesietetessesebebaetebesssesebns | 4ebisaetebestetetseseebes s et et et s st et s s eaetebenantas | stebeseetebetetetes s aetn e e et et s st s s e et tand
VISTON ONIY ...ttt ettt bs e b s S4etssessesses s s s st e st es e s e s e s e Ese R e s b e s s e 8 e a8 SR e R eSS E S E R R R AR RE e S E RS s AR R e RS R s e AR RS RS e R R AR SR ee RS Rt b st e s saesessesies | ebstesantsetes et s s et et e s e s Rsesen s e st s s tesesse | etietessesietense st e s ss et et e st s et et es e tessenna | essetessestessesesse s et s e st s ent et et se b s e s ntensa | Hietesseset st s et st sttt s ettt ennns
Federal emplOYEES NEAIN DENETIS PIAN.........c.cciiiieieieiiiieiis ettt sttt ettt b s bbbt s a2 stk 4 s s s 424414814k 4 b4 s bbb bt s s bbb s s s st s bunbessebensessnss | 24sbsessssanssssessssessee et es s et st esses s bsssessesses | 42sesisses et et e s et st ee bbb st nb s ss s nsestes | 4hketnbes et e s e s e bt tes e a s es st st st entas | nebensesetee e s et e bbbttt
THIE XV = MEUICAIE. ... vvvvceeerireeeeseisess s sessse e eesiesees eoaeseseeess s s8R RE 4148884848818 R bbbttt | Heeb s e bbbt 989,659 | ..ot | e 3,568 | v 986,091
THHIE XIX = IMBAICAIT. ...vr-vevurtreeesseeseesieceseeseeeesess b sessesss sestsees s bR E 4888884888888 £ 48811 H 8RR RR Rttt | Hhsee bbbt 498,025,579 | ..oocveurrirceiriereiees e esseniesninns | e s 680,118 | ovverrreceerreeriierinad 497,345,461
SHOP 0SS ..ottt ettt s e sttt eee S£e8eeE SRR eeR S £ SRR SRR e£E 4RSS E R4S E SR eLE SRR 4EE4EE 4R £ SRS £ 4R E4LE LS HeEE4EE S £ SRR ER AR R 4L 8 4L S SR 4oL R 4R R4S EeeEHeRE 4R E4EE 4L £ SRR SRR EeeE 4L S 4eEE 4L R 4L E4eEeeeEeeEeeEeesaeREes | £AeeieEesEieeseeseeseeseeEseesessesteesseesessessestare | eEseeseeteetessestesseeeseesesestestsessessessessanes | 4REeeseeseeeseE SR eREeE R AR R eRAee R e R ersessesEessenene | SEeeEeeseeREesRentenE e b eesE st en s st ene s st st st 0
DISADIIIEY INCOME.......cveieivciieeiiec ettt bss saebebsebssssaess e s s s st s et e s s s s sse s e s b es s b s s s e s st en 4 s 24t o4 es b s s b s st s s 4 s s s bs s e s o4t s s b s b s st s R s e s s e Ao s st et se b st s s bt saebaes | Hebissesssietes e besses e s et s bessessessesensesnsas | ebstessebietssesastes s et s s ssesensentesenbessenaa | ebsetessesiesietes et saastesses st et es e bensebensents | Hetebietentstesse s s s sttt s b en et st nans 0
LONGAEIM CATE.....eoveureeereisire it isees s et s et s ss s st en e e sses festeeseessesseeseeseeEeee s s 8 eeEeeE 4o E8eE 8 a2 8428 4eE 4058428428428 4 0E 8428428 2R 42 R84 28428428428 4028284284224 0EEHE R 428428 eeERHEE eS8 eEE4eE4eEEee 8428 e R eRE eS8 eeEaeEeeEEeeEenEenEanssees | Heeseesessent et sessessestsessessessesEaesessessessanes | 4E8eRReeseetseees ARt es s s seRAesessen s et e st estentns | £ieetesseeRiesseeAee R st eetessesEes R et s es et sEentaes | esEnEntesEenEenE et et en s st st e st st st et nes 0
OFNEI NBAIMN.....oe ettt ire | S2bet et ee s s E s eEeeR8 £ 842842 E a8 seSE 428 e 284284 RE A28 428 4R R e EE 4 £ 84 L8 4L £ 4R R 4eE 84S £ LR 4L R 4oEEHEE LR 4R R 4L ER SR 4R EeE R4S R 4oL R 4L R 4R R oL EeeEE 4R EeEE 4L R e EReEE 4R EeeEeeseeeEeesenEenEenes | SEAeEEeEEeeEteEseEiestestieeiessersesieessesiesiessersis | foesesiersiessessersesieceesiessessessiessessessesses | fesessesieesiessessessosssesesiestessiessessessessones | eriesseneoniiestestontatstentantantaneenseeneeneaneas 0
HEalth SUDLOLAI (LINES 1 EhIOUGN 11).... sttt tiit ettstitietie st es st s st asss e es et ess st eeses e s st et s sesesseas e e s es e s s seeses ettt ee s e s s s s s s et ee et esseeees et et et et bsesses st cessntessnssnsessessntensesnsanss | sbessessssesssssessssesssssssneas 499,317,242 | .ot 0 | oo 685,166 | ..o 498,632,076
R OO PO OO OO USRI DU OO 0
PrOPEITY/CASUAILY. ... vereveeeeeseereeseeseieessesssessesssssesesessessessesssnes | sessessessenssessessessesssessessessesssnssessessessasssnssessessesssessessessesssnssessessesseessessessessesssessessessessessnssessesseesanssnssessessansesessnssnsssessnsnnssenss | 40800teesaessessonsansanssessassassansanssensansansansss | £oessessonssnssessonsassanssessassansenssassessessansins | essessossonssessessessonssessensantensiessessessassanes | aesessostnesessastenssnstentensans st sensantensneas 0
TOHAIS (LINES 12180 14). . cvutuereeeserseeieesesesseesseeesssss s ssess st see feeesseesoeeee o080 E8 4008440880 E 1408108144588 08 440811008 180EE 4408840840088 40084008 H0EEE 1408110840080 8 4 EE 1008 E et ese s sns st ns | fensssnssnsssnssnnersaentaas 499,317,242 | ... 0 | e 685,166 | ...oorcreerirersresereeneens 498,632,076




Statement as of December 31, 2006 of the MOIina Healthcare Of MiChigan, |nC.

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2 - CLAIMS INCURRED DURING THE YEAR

1 2 3 4 5 6 7 8 9 10 1 12 13
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health XVIII XIX Stop Disability Long-Term Other Other
Total and Medical) Supplement Only Only Benefits Plan Medicare Medicaid Loss Income Care Health Non-Health

1. Payments during the year:
11 DIFECL .o
1.2 Reinsurance assumed....
1.3 Reinsurance ceded.....

2. Paid medical incentive pools and bonUSES............ccvvvrrrerierininenns
3. Claim liability December 31, current year from Part 2A:
3.1 DIFECL. .o
3.2 Reinsurance assumed....

279,089
........ 391,076,931
............ 1,444,436

4. Claim reserve December 31, current year from Part 2D:
4.0 DIFECE e
4.2 Reinsurance assumed....

..279,089
........ 390,659,418
............ 1,439,638

.......... 62,842,016

.......... 62,842,016

Accrued medical incentive pools and bonuses, current year
Net healthcare receivables (@)..........ccuerievririveiieieisieeeeaes
Amounts recoverable from reinsurers December 31, current year
Claim liability December 31, prior year from Part 2A:

8.1 DFECL. .t
8.2 Reinsurance assumed....
8.3 Reinsurance ceded.

© N o o

9.

9.1

9.2

9.3

9.4
10. Accrued medical incentive pools and bonuses, prior year.............
11. Amounts recoverable from reinsurers December 31, prior year....
12. Incurred benefits:

12.1 Direct
12.2 Reinsurance assumed
12.3 Reinsurance ceded
124 NEL...oe et
13. Incurred medical incentive pools and bonuses

279,089

........ 383,912,068

............ 1,013,859

(@) Excludes$.......... 0 loans or advances to providers not yet expensed.
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Statement as of December 31, 2006 of the MOIina Healthcare Of MiChigan, |nC.

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2A - CLAIMS LIABILITY END OF CURRENT YEAR

1 2 3 4 5 6 7 8 9 10 1 12 13
Federal
Comprehensive Employees Title Title
(Medical Medicare Dental Vision Health XVIII XIX Stop Disability Long-Term Other Other
Total and Hospital) Supplement Only Only Benefits Plan Medicare Medicaid Loss Income Care Health Non-Health
. Reported in process of adjustment:
1.1 Direct 22,138 20,038,190
1.2 ReiNSUrANCE @SSUMEM..........oovuiurerrereniieeneeneeeenneeneeseissssessenes | sevesserssssesssssesseees0 | semesmssnsesnssessessnesnnes | cesmesssessssssssesnssnnes | sesessessesssssssessnssnnes | stsessesssssssssssssnssnses | sessssessssssssssssnssasss | eesessessessnsssessesnssanes | sossessssessnsssssssssses
1.3 ReiNSUranCe CEARA. ..o ieies | eerereene e sseens 0 [ rrrreierreennnneennees [ e | rerseenseseessssesens | retenesnnsesnesnsnsees | creenssesenesssesnessssens | soessesssessasesssesesnns | sesesnstestessesesesesees | steesessesasssssessssesteses | sesssessesassassessstesseses | sesesessesiesessssesanssntes | sesessstessesesesesansennes | sesesesssnssesesenesnen
T NEL.c st | e 20,060,328 |......cccounnee. 22,138 | oo (1 (V1 (V1 (O 0 | 20,038,190 | ..coovvererrirircriene (V1 (1 R (V1 (V1 0
. Incurred but unreported:
2.0 DIFEC. ..ot | eeeeieeens 43,332,013 | .o 10,000 [ cooeriereirrireineiens | eerreienseeniesssensenes | ceveeesiessiesseessesssnnes | sesessessessesssssnsses | ceeeeneeenes 518,187 |......... 42,803,826 | ... [ e | it | ettt | seereeb st
2.2 ReiNSUraNCe @SSUMEM.........cucrururrerieeeereneeseiseesessseeeesasessssenes | eseeeessesssssssssennenn 0 | cererereeireereensineinees | eerrerseseineisessensssenes | eereereiesinsessssessstenes | steeessenestesesssnssensseses | sensssesssesssssnssnnssesss | sessiessesssssssesssessenss | eteesnseessassastensssssests | susessseessassnstsssanssents | stestesssessessessassasssesss | senstsssssstestassassaessesss | sressestesesessestessanssnsns | stesesessessessaneaseensaeses
2.3 ReiNSUranCe CEAEA.........ouuruiuerrrierineirereieetereisesesssssssssnesees | esessessenessssensenseae 0 [ e | e | e | e | s | e | e | e | o | e | e | s
24 Nttt | eeeeieeeas 43,332,013 | .o 10,000 | ..o [V (V1 (01 O [V 518,187 |......... 42,803,826 |....cooonrrrriiinne (V1 O [V [V (V1 0
Amounts withheld from paid claims and capitations:
3i1 DFECL. ettt | creeiene et enens 0 [ coreeeeerreereensineinees | eereireisisnsississennsrenes | eeneereiesinsinssssesnstenes | steesseenestesssstnssenssenes | stneseesssesssessssnssesss | sesessesessssssesssnessesss | stessnsuesiestsstessssssests | stesssseestessestessanssents | stestesssestestesssstanssesss | cerstsstsstestessassaessesss | stessestestiessestestanssenes | stessestenstesseneassenssenes
3.2 ReiNSUraNCe aSSUMEM.........cvurrerrurerineiirereesisssssseesssessenesnes | sueessssssssenssesesnsens 0 [ orrreirnrrenssniennees [ erernsiesnsennsenenees | reerseensnsensinsnsens | reeeresnsnnsnesssnssees | creenssesesesnsesnessesens | sessesssessesesssessesnns | sesseesstestessesesesesees | sreesessesasessessssasteses | sesssessessssassesnstesseses | sesesessesiesesassesnnssntes | sesessssessesesesesansennes | sesesesssnssesesenesnnas
3.3 ReiNSUrance CEAEM...........cuvimirerrireiiieireireeiseineieiessssiesisennes | et 0 [ e | e | s | e | e | e | e | e | s | e | st | e
B NBL sttt | sertebt sttt (01 (01 TN (0 (V1 (01 (O (1 (V1 (01 T (1 [V (01 0
. Totals:
A1 DITEC. .ottt ssnestenes | ertniean 63,392,341 | oo 32,138 | [V (0 (01 [V 518,187 |......... 62,842,016 | .oovverierreeiien. (01 T [V [V (V1 0
4.2 ReiNSUranCe @SSUMEM.........c.couueuueurirenieniierseeenmeeeeesssinsines | covessensenssssssnsensene [0 RN {01 T [0 [0 SR [0 RN (U TR (O N [0 O [0 RN (O [0 N [0 O 0
4.3 ReINSUIraNCe CEARG.......ccvuuiuiieerrireineireieieiteieisesesisssssissesees | rseseessinesssssssensea [0 (01 [0 (01 (01 O (U R [0 (01 [0 (0 (01 [0 O 0
44 NBL s | crrene 63,392,341 | .o 32,138 | [0 [0 I (01 [ I 518,187 |........ 62,842,016 | ..oooviiiiniirinens [0 (O [V [0 I 0
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Statement as of December 31, 2006 of the MOIina Healthcare Of MiChigan, |nC.

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2B - ANALYSIS OF CLAIMS UNPAID - PRIOR YEAR - NET OF REINSURANCE

Claims Paid Claim Reserve and Claim Liability 5 6
During the Year December 31 of Current Year Estimated Claim
1 2 3 4 Reserve and
On Claims Incurred On Claims On Claims Unpaid On Claims Claims Incurred Claim Liability
Prior to January 1 Incurred During December 31 of Incurred During in Prior Years December 31 of
Line of Business of Current Year the Year Prior Year the Year (Columns 1 +3) Prior Year
1. Comprehensive (hoSPital @NA MEAICAL)..........cccievieeirieeres ettt sttt ens s s snssnes | evssessssossssesenssseessessssases 17,054 | .o 148,918 | .o 12,946 | ..o 19,192 | e 30,000 [ .o 30,000
2. Medicare supplement
3. DBNEAI MY, bbb bbb a b ee R b oA s e AR ee AR A AR e AR e AR s A e s AR e bR st b s e seaebestete | Shetebasseteseesesete s s tes s sesebesetessseses | 4hessetesestesesasassetessesese s s nsetnesebeses | nebeberesntasessetetessstesasnsesesastesesanaene | 4eberesesanseteteseaesensetebesn e sesseaebesens | Srebesatestesansere et st s st bt nens 0 | o
4. VISION ONIY ..ottt ettt e e bbbttt s bbb et b b s b e bbbt b s A A et e bR At bR e e ba A et b b se e tes e st ebs e sessnsebebessns | ebbseiebessetetessstessstetesassssetasantetess | Sesetebesetessiesetetasteses s sebebentetessns | H4ebssetetssesetebsss e s e seaebessebsesetes | neaebebesstesseeebes st et et as et et estesesasnts | ebeseaeaesetebeses e ettt es st s ees 0 | o
5. Federal employees hBAIth DENEFILS PIAN............ccovciiiieitccce ettt sttt s s es bbb bessensass | sessessssessssssssssasssssesassessssessssssansass | sesessssesanssessssessssensessessssessnssesansases | sresassessmssssessessssessassssssesssssssassesans | sebssesassssssssesssssssnssessssessssansessesanes | stessesssasssssesssesesssteseesassesssenes 0 | o
6. THIE XVII = MEAICAIE.......cooiveiiiciesicice sttt bbb bbb bbb bbbttt sn s st | S4stssasstessess s b st s s st st s enstensentans | Hesaesasbsssnsse s s nn bt sas 251,540 [ oot | v 518,187 | . 0 | oo
T. THle XIX = MEAICAIA. .......ocvveveieeieeiiicieieiestee ettt ettt s bbb bbb s bbb bbbt st s s st es b s ba s st st enseentens | sbssbassasssstnsssnbaneas 50,748,436 |...cccovrverrirrirernnns 339,910,983 |[...covvivvererrerreiieriennne 1,076,218 | .oooevereceeeeiaes 61,765,798 | ..coevvreerrcreiernn. 51,824,654 | ...oooveveireeeis 69,751,734
8. OHNEINEAIN.......oeteieice etk R e s R st R SRS AR R R sk s s s R R s st s s tes e senses | Hetesisiestissessesessestessntessetessensesnsans | seiesesesiestesastesistentensesansesnssesansesss | 4resentesietietessesantensasaesansesensesentessns | oeretessetiesensesntestantesantessntansensesnte | chessesnsensastetant et et et en st entenaes 0 |
9. Health SUDLOLAI (LINES 110 8)....uuiuuiveiiciiiieiieiie sttt sttt sttt as sttt ens s s s entenes | snbessnssssessasssnssnssnes 50,765,490 | oo 340,311,441 | oo 1,089,164 | oo 62,303,177 | s 51,854,654 | c.oovoovves 69,781,734
10, HEAINCAIE FECRIVADIES (B).......cueveieieieciiiete ettt ettt ettt et bbb e st et sttt et s b s s b s s s ssessnsansassesans | sessssesssssnsassssssessessssessssanssssassssns || sbessesassssessssessesosssssesssssssessessnsanss | saessstessmssessssssssssssssessssassessessnsasans | evssssssessessssessesasssnsenas 1,063,340 | .o 0 | 1,225,708
11.  Other non-health
12.  Medical incentive pooIS and DONUS GMOUNTS...........ccveiiviirireiicieieieeise ettt sttt s e s s en s s b s ss s s s b sssnssnsnnes | sresesessssesessnsssesesensasans 1,290,778 | oo 153,657 | .o 326,008 | ..o 865,000 | ..ooiereeieereeinns 1,616,786 | ..ooovevvrverieecericeinnns 1,616,787
13, TOtalS (LINES 9 = 10 + 11 12) .. ittt ettt es s e sttt s8 sttt sttt ens st en s antanns | fesssssssnssansnsansanssns 52,056,268 | ...oooerieiiieieinns 340,465,098 | ..o 1415172 | oo, 62,104,837 | oo 53,471,440 | oo, 70,172,813
(a) Excludes$.......... 0 loans or advances to providers not yet expensed.
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Statement as of December 31, 2006 of the MOIina Healthcare Of MiChigan, |nC.

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS

(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - GRAND TOTAL

Year in Which Losses
Were Incurred

Cumulative Net Amounts Paid

I S o

....................... 42,952
..78,885 | ...
..................... 163,032
..................... 218,041

................................................ 42,952
...78,896

163,260
269,876
341,348

SECTION B - INCURRED HEALTH CLAIMS - GRAND TOTAL

Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year

Year in Which Losses 2 3 4 5
Were Incurred 2002 2003 2004 2005 2006
1.
2.
3.
4.
B 2005ttt eninnns | arinensssnensnensnes s KKK e erien et | e ) 0, SO OO XXXt | e 218,041 | oo 271,291
B, 200B....ue ettt RSttt ensnnsnnsentnnss | snsenssansssnsnssansss KROKusersenssnnsssssnstssntnns | srisnssnssnsians XXX iierierisesiesnssssnns | svsesssssssssssssssens XXX oiierierssesiesiesnsens | evresssessssnssssensens XXX srteiississiisisissiiens | cvessisssisssssssssssssssssssssssssssseaad 403,973
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - GRAND TOTAL
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col. 2 +3) (Col. 5/1) Unpaid Expense (Col.5+7+8) (Col. 91)
1. 52,409 | ..oiveririnrinnneennn82,952 | 399 [ 09 | 43,351 43,351
2. .87,515 | ... 79,459 ....19,459
30 2004 | s 196,160 163,260 165,942 165,942
4. 2005 | e 304,638 | ..o 269,859 277,214 278,644
5. 2006.......ciiiiesiisnsisnins | e 468,591 | oo 341,348 353,232 417,588
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Statement as of December 31, 2006 of the MOIina Healthcare Of MiChigan, |nC.

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS

(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - HOSPITAL AND MEDICAL

Year in Which Losses
Were Incurred

Cumulative Net Amounts Paid

I S o

SECTION B - INCURRED HEALTH CLAIMS - HOSPITAL AND MEDICAL

Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year

Year in Which Losses 2 3 4 5
Were Incurred 2002 2003 2004 2005 2006
L PO ittt etttk s s RReeE SR e AR RS £ R £ AR e R £ d AR R R A e £ e AR R RS ee st ant et e kentenses | 44ssesietentesseLeRessee st en s et et stense s e tes e Rsesnna | ebsetessesiessesessesestant et et et e b eetntes e sensensasses | HEessesiesentaste s et et et et et e st e st s se s et ssentesanta | ebsesensestesaetes e tes et essese s s st e st antenteses | HbessesanEeeE et et e bRt s AR nE sttt
2. 2002ttt R8RSR AR AR R8RSR R8RSR RS8R e RA RS R AR R s Rs s s s se s et s st esssessessesse | Sebsessesiiessessesiessens e ssesses e st et et ssessaessees | S4setsessesRaeEes e sses RS R iR s ee s s s s s st e ties | #e4sessesseeses e s AR R ee R R R st s Rt et st essenssesse | Hiessesiesties et e sses e s st s st bse s s s e sanes | Shsesiesie Rt et e R sttt
R TR0 TSSOSO USSR XXX oorvtrveveertesenssinsiees | ceveessssssssssssessessssssessssssssessssssessessssssessnss | svsssssssesssssssssessssssessesssssessesssessessassasssasans | sessessessesssessessessest et sessessessensees e sse st ensnses | Seeteesaesinsens et seee s et e st s e st s s tenen
B 2004 ettt e e R e R st e R s s s e s e st e s s s st et sse st s sae st essessestensensenees | ervenseeseensnseesenren D00 SO O XXX oerveerieveveesessenes | eveeeseeeses e seessss e s st ss s ssessssssssanns | stsssssssssssssssasssss s sass e sassseess e s saessansans | erseseeseneses s st ettt s ettt
B 2005t e R bR A bR s ARt R e a b st b e a s sbs et n e naenes | eebiesiesiesees s enes XXX oo | v XXX oo e XXX ot teseeinsiens | eeviess st ssens | stessessssss s sttt ee 17
B. 200, ... evueteersersetses ettt ees e s st s Rt st e s E R R R E e R RS e 8RR e RS R E e8RS e R R RE R R e e AR e st s et st st en st en s ntentententenne | sesiessessinseesienianes XXX ooerierrsrinnsenissseensens | sessssssssssssssssssees 00,0 ORI O XXX oetereriessnisssissens | enesssesssessessanenes XXX strisrisresissinssensnns | crosssssssssessssssssssssnsssssssssssssssssssssssses 156
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - HOSPITAL AND MEDICAL
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Cal. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)
1. 2002.iiieieiieiesesssesssesenns | crresesiess et | resesiese et ssensies | estestens e s sttt ensanstens | srestesseest st sttt 0.0 [ ooveeeereeieisiseieieeend0 | e 0.0 [ oo | e | esesesssssesesssensesesensenn0 | s 0.0
........................................................................................................................... 0.0 | eovoeeeeeeeeeeeeereeeeeeeend0 | ceeeeeeeeeeeceeieeieeeeeed0.0 [ e eniesisniens | cesreniesiesessssessessesensnsens0) [ erereseesssesesenseesennnnn0.0

Sl




swtement as of Decernver 31, 2006 of e IMlOliN@ Healthcare of Michigan, Inc.

U & | Ex.-Pt.2C-Sn A-Paid Claims-Medicare Supp.
NONE

U & | Ex.-Pt.2C-Sn B-Incurred Claims-Medicare Supp.
NONE

U & | Ex.-Pt.2C-Sn C-Expense Ratio-Medicare Supp.
NONE

U & | Ex.-Pt.2C-Sn A-Paid Claims-Dental
NONE

U & | Ex.-Pt.2C-Sn B-Incurred Claims-Dental
NONE

U & | Ex.-Pt.2C-Sn C-Expense Ratio-Dental
NONE

U & | Ex.-Pt.2C-Sn A-Paid Claims-Vision
NONE

U & | Ex.-Pt.2C-Sn B-Incurred Claims-Vision
NONE

U & | Ex.-Pt.2C-Sn C-Expense Ratio-Vision
NONE

U & | Ex.-Pt.2C-Sn A-Paid Claims-Fed Emp Health
NONE

U & | Ex.-Pt.2C-Sn B-Incurred Claims-Fed Emp Health
NONE

U & | Ex.-Pt.2C-Sn C-Expense Ratio-Fed Emp Health
NONE

12.MS, 12.DO, 12.VO, 12.FE
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Statement as of December 31, 2006 of the MOIina Healthcare Of MiChigan, |nC.

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS

(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - TITLE XVIIl - MEDICARE

Year in Which Losses
Were Incurred

Cumulative Net Amounts Paid

I S o

SECTION B - INCURRED HEALTH CLAIMS - TITLE XVIIl - MEDICARE

Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year

Year in Which Losses 2 3 4 5
Were Incurred 2002 2003 2004 2005 2006
L PO ittt etttk s s RReeE SR e AR RS £ R £ AR e R £ d AR R R A e £ e AR R RS ee st ant et e kentenses | 44ssesietentesseLeRessee st en s et et stense s e tes e Rsesnna | ebsetessesiessesessesestant et et et e b eetntes e sensensasses | HEessesiesentaste s et et et et et e st e st s se s et ssentesanta | ebsesensestesaetes e tes et essese s s st e st antenteses | HbessesanEeeE et et e bRt s AR nE sttt
2. 2002ttt R8RSR AR AR R8RSR R8RSR RS8R e RA RS R AR R s Rs s s s se s et s st esssessessesse | Sebsessesiiessessesiessens e ssesses e st et et ssessaessees | S4setsessesRaeEes e sses RS R iR s ee s s s s s st e ties | #e4sessesseeses e s AR R ee R R R st s Rt et st essenssesse | Hiessesiesties et e sses e s st s st bse s s s e sanes | Shsesiesie Rt et e R sttt
R TR0 TSSOSO USSR XXX oorvtrveveertesenssinsiees | ceveessssssssssssessessssssessssssssessssssessessssssessnss | svsssssssesssssssssessssssessesssssessesssessessassasssasans | sessessessesssessessessest et sessessessensees e sse st ensnses | Seeteesaesinsens et seee s et e st s e st s s tenen
B 2004 ettt e e R e R st e R s s s e s e st e s s s st et sse st s sae st essessestensensenees | ervenseeseensnseesenren D00 SO O XXX oerveerieveveesessenes | eveeeseeeses e seessss e s st ss s ssessssssssanns | stsssssssssssssssasssss s sass e sassseess e s saessansans | erseseeseneses s st ettt s ettt
B 2005t e R bR A bR s ARt R e a b st b e a s sbs et n e naenes | eebiesiesiesees s enes XXX oo | v XXX oo e XXX ottt ieiesiesens | eevsese st s e ssens | sbsesses st bbb bbb
B. 200, ... evueteersersetses ettt ees e s st s Rt st e s E R R R E e R RS e 8RR e RS R E e8RS e R R RE R R e e AR e st s et st st en st en s ntentententenne | sesiessessinseesienianes XXX ooerierrsrinnsenissseensens | sessssssssssssssssssees 00,0 ORI O XXX oetereriessnisssissens | enesssesssessessanenes XXX strierisnirsrssinssensnns | srosssssssssessssssssssssnsssssssssssssssssssssssssns 770
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - TITLE XVIII - MEDICARE
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Cal. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)
1. 2002.iiieieiieiesesssesssesenns | crresesiess et | resesiese et ssensies | estestens e s sttt ensanstens | srestesseest st sttt 0.0 [ ooveeeereeieisiseieieeend0 | e 0.0 [ oo | e | esesesssssesesssensesesensenn0 | s 0.0
2. 2003 tesseenenns | ereriestense s s ssesasssesteesas | seesestesse st esessess s saessessaes | sessestessesstessessestenssesaestessassaens | sresbessenstestenses s tees s tentas 0.0 [ eoveeeeeeeeeeeeeeeeeeeend0 | e 0.0 [ oot | creeveseesteesees e ssseesenses | eevessessssesessssenssssesessesnQ | ereresiensesesesses s 0.0
3.
4,
5.




IX'CL

Statement as of December 31, 2006 of the MOIina Healthcare Of MiChigan, |nC.

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - TITLE XIX - MEDICAID

Cumulative Net Amounts Paid

Year in Which Losses 1 2 3 4 5
Were Incurred 2004 2005 2006
S 1 OO PO OU R PPPRN PO P UOP P PUPOPRPUPPUPUPPURPRPRTEC c X 7 S BT TOTRPOTSPPOPPUPRRPRRRRORt 7 3t [ N OO 4144 | oo 3444 | oo 34,144
0 2PN DUSRSUUURNUSUURPRUURSUPRTRUURRRRRRRTRREC Lo X 7 S RN 20 7L T ISt 42,906 | ..ot 42,952 [ oo 42,952
3. ..18,885 |... ...18,896
B, 2004 bbbttt sttt ssstensenssnnennins | srneseessessssssesse e KKK arnnrenteesssssesessesnnns | senvenseessssrensensee s XK resrensenssssssssessesiens | svesiensesesesesessssessesesesene 182,987 | i s 163,032 | oo 163,260
B 2005t Rt bttt ss st snsnsnnsnnsnnnnnents | enssessesnnseseseess KR untsnrsnssessnsesesensnes | srnessesnssensssssnsees XX Kunrtenssnssnsessesesenens | sersesesesssssssesas XXX overereriesisssniens | verveieinsss s 218,041 | oo 269,859
8. 2006.........ceeoeeeeetsiesitestess st es ettt st st s st a s st et dse s st e et st A et et s et sttt et s s st st e sse st sttt sentnssntsntsnnes | dessessessnsessaeseanes D0 S [ D8O S O DS S O DO S U 340,942
SECTION B - INCURRED HEALTH CLAIMS - TITLE XIX - MEDICAID
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2002 2003 2004 2005 2006
1 PO ettt bbb a RS R bR s AR RA AR AR R AR AR RS AR e AR AR bR s e s et s st a st n s saes | nebiebiessee b e s s bt e s s 33,984 | .o 34,109 | oo 3444 | oo 3444 | oo 34,144
2. 2002, s RS eR SRR 8ERA SRS R e R AR Re e s bt enne | Hiessessensees et st sttt 35,064 | ..o LA 71 T 42,906 | ..o 42,952 | oo 42,952
R TR0 TSSOSO USSR D0 O O L A 78,696 | .voveveeeereereriereee e seessesseesennens 78,885 | oo sessss s 78,896
B 2004 ettt e e R e R st e R s s s e s e st e s s s st et sse st s sae st essessestensensenees | ervenseeseensnseesenren D00 SO O XXX ooevrveereereveeseesiens | eeveeiee e 132,981 | oo 163,032 | coovececeeeeeeeeeeeee e 163,260
B 2005t e R bR A bR s ARt R e a b st b e a s sbs et n e naenes | eebiesiesiesees s enes XXX oo | v XXX oo e XXX oeveeieieieesieiiens | e 218,041 | oo 271,274
B. 200, ... evueteersersetses ettt ees e s st s Rt st e s E R R R E e R RS e 8RR e RS R E e8RS e R R RE R R e e AR e st s et st st en st en s ntentententenne | sesiessessinseesienianes XXX ooerierrsrinnsenissseensens | sessssssssssssssssssees 00,0 ORI O XXX oetereriessnisssissens | enesssesssessessanenes XXX etrisrissessrsssinsressnns | sessssiesssssessesssssssssessssssssssssnes 403,573
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - TITLE XIX - MEDICAID
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Cal. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)
1. 2002.... 399 | e 09 .. ...43,351
2. 2003 LK T 0.7 79,459
3. 2004 | e 196,160 | ...ocvecverrerrrerenenns 163,260 | ..ooveeveereeeeeeeeeeeieeas 2,682 | oo 16 [ 165,942 | oo BA.B | oo reeeeniees | eveereesensee e ssnanns | eraesaesaes e saenaeenes 165,942
4, 2005 | s 304,638 | ..oovverrrireireirerienns 269,859 | .vveveerrerrerierinnienrienens 1 T V2N [ I 277,214 | oo Lo 1402 | oo L [ 278,644
5. 2006......ceieieeieisieresreresensne | eressrsensissiesssissiens 467,300 | oo 340,942 | .o 11,871 | e KX 352,813 | oo 75.5 | ooerercieieieereeians 62,631 | .o 1164 [ 416,608




swtement as of Decernver 31, 2006 of e IMlOliN@ Healthcare of Michigan, Inc.

U & | Ex.-Pt.2C-Sn A-Paid Claims-Other
NONE

U & | Ex.-Pt.2C-Sn B-Incurred Claims-Other
NONE

U & | Ex.-Pt.2C-Sn C-Expense Ratio-Other
NONE

U & | Ex.-Pt.2D
NONE

12.0T, 13



swtement as of Decernver 31, 2006 of e IMlOliN@ Healthcare of Michigan, Inc.

UNDERWRITING AND INVESTMENT EXHIBIT
PART 3 - ANALYSIS OF EXPENSES

Claim Adjustment Expenses 3 4 5
C(1)St OtherzCIaim General
Containment Adjustment Administrative Investment
Expenses Expenses Expenses Expenses Total
1. Rent(§....... 0 for occupancy of OWN BUIIAING)........cceveveveieieeiiceseees e | errerisressesesessessssens | evessssessesessessesesinss | cevesseseens 1,787,947 [ oo | v 1,787,947
2. Salaries, wages and other DENERILS...........cccevvvevcieerieeiiee e sstesieneees | eveeresenes 5,661,483 | ............ 3,116,138 | .......... 15,512,472 | oo | e 24,290,093
3. Commissions (less §.......... 0 ceded plus §.......... 0 @SSUMEA)......cveeecreeeeeceseieeeeesesseeeees | crveeersressesnseneans K72 T O DU OSORRTRTRURPRTRN ISP 323
4. Legal fEBS ANd BXPENSES........cvviiieeiieecieeie ettt sttt s bbbt ssnntanes | eveseneesenaeaens 26,359 | ..ooiceeeeeieeiees | e 766,915 | oo | e 793,274
5. Certifications and accreditation fEES.............ovuriiiineiiserec s | e | s | e 179,621 | oo | e 179,621
6.  Auditing, actuarial and other CONSUIING SEIVICES.........cceueveireviierinieisieiisisessiessiiesesies | cevessesssssssesssssissens | sosesessessessssssesinssesns | sosssnssennn 2,369,931 | oo | v 2,369,931
7. Traveling EXPENSES........covivieieeiteiireiieesiissie et ss sttt ss e sss s sesaens | svessesessesas 542,758 | ...cocvvvrene. 18,168 | ....cocvveea A57,740 | oo | v 1,018,666
8. Marketing and adVEISING.........coeeerururrieireieiresere ettt st nes | eeeeseeesanes 266,718 | .oooeeeene 20,583 | oo 914,903 | oooeeeeieee | e 1,202,204
9. Postage, express and telePhONE..........cocuievrecvrieieecee et sessenes | coveresieienas 103,938 | ..coovviree. 14842 | ............ 1,794,871 [ oo [ v 1,913,651
10.  Printing and OffiCe SUPPIIES.......cvvvvevevcreieteeeesitesee ettt s sesassrss st sses s sesassnns | sessessesinsans 193,587 | covivveeree. 36,889 | ............ 1,368,901 [ ..o [ e 1,599,377
11. Occupancy, depreciation and @amOrtZatioN............c..cceveevreericieisie e | eveerssessesesssee 429 | oo 987 | v 6,838,444 | ...oooeeeeeeeries | v 6,839,860
12, EQUIPMENL. oottt | sbessisenessenees 1,240 | oo 2,352 | oo 445,830 | oo | e 449,422
13.  Cost or depreciation of EDP equipment and SOftWare..............ccvueverevereereerieeesiessesens | cevveeessssesnnens 8,707 | oo L3 I 756,616 | .ovvecverererereeieens | cvrerrereninns 765,328
14.  Outsourced services including EDP, claims, and other Services..........c.cocvveeereesveeinees | covereerennnns 164,480 | .............. 972,793 | ............ 3,328,005 | ...cvoviririeerereees | e 4,465,278
15.  Boards, bureaus and assOCIatioN fEES............uwwirrriecrirrierirreseesesressssesisssees | ceeeriesessenens 3,375 | s 550 | oo 400,719 | oo | e 404,644
16.  Insurance, except 0N real EStALE.........c.ccccvveeveieceecee et ens | et 277,683 | ...ccveaee. 142,453 | ............ 1,081,836 | ..covveveererirceeeces | e 1,501,972
17.  Collection and bank SEIVICE Charges..........ccevveueveiereeriecreeecteesteeeseeeese s seveseeenaes | seviesesesesenas 27,933 | oo 7211 | e 129,933 | ..o | e 165,077
18.  Group service and adminiStration fEES............cciiciieiieeieeesie e esieies | et ssssssisaens | evessssessesssssssesesinss | oebesesissssesssssssssnns | sresessessesesistesisnietes | seeseseeseesessesssensans 0
19.  Reimbursements by UNINSUMEA PIANS..........c.iuiurieierrirreineineireireeeneensesessesssessessssesssssenes | ceseessesmessssssessssnssnses | soessssesssssssessmsssnsss | essesssssssssassesssmssesses | nessessessmssssssmssnnsns | ssessssssssssssessessanses 0
20. Reimbursements from fiscal INEErMETIANIES............c.viiueiiiiiieircrieieisiecinsies | crreeriineessiesiineiines | ceveesinessiesssesinensenes | ceosessesissessnsssesiinnsens | oesssessnnesiessesinnesiens | csesessesssessnsssessen 0
21, REal ESIAIE EXPENSES....euceecercerieeeecicereereesreeeeeseeseesesseessesseesssssssessessessesssessessessesssssssssesss | stsesssesmesssenssnssnssnnes | essessessnssessessessesse | feesestesssestestesssnstesies | sesessesnesesessnstenens | stessessenssessessessanses 0
22, Rl EStAE tAXES......vucvieievc ettt | evaesesaesasseesesaesans 89 | e | e 86,672 | .o | e 86,761
23. Taxes, licenses and fees:
23.1 State and 0Cal INSUTANCE AXES.........c..currirrinerirereierieresseesesssssessisesissessssesssnnes | sesssesssnessesssensssens | oeeseesssssesssensssnnsns | cormressnneess 620,323 | ..o | i 620,323
23.2 State PrEMIUM tAXES.......uievcveieteeieee et ssire sttt ssnssssesssssssssssssenss | erssssesssssssesssssnsissesss | evessessessesnsesesinsinsns | ssssssssieens 237577 | coveeeeeeeeereees | ceveverisienns 237,577
23.3 Regulator authority lICENSES AN FEES.........ccvrvieerieieiieeiceees et | eevveresieseesssesssssnes | eressenssssssssssssesinsess | sesessessessssnes 6,043 | oo | e 6,043
234 PayrOll HAXES......veververreereriresiresessiesssssiees s essssessssesnsenes. | sessssesinnenenns 68,031 | .ovvverenne 101,041 | ..oceeeenee 1,459,572 | oo | s 1,628,644
23.5 Other (excluding federal income and real EState tAXES)........coceveveveeeeviiiieieieiies | e | ceeresssssssessssessessses | eressesessssssssesinsinses | coesesssssessenes 58,103 | ..ovvvvrrrree. 58,103
24. Investment expenses NOt INCIUAEA BISEWNETE. ...t | reteseiisssesesssissens | ensessssessessssssessesiess | seressesssssesssessssissanse | sosessssessessessssesinsseses | sossessesesssssesessssns 0
25.  Aggregate Write-inS fOr EXPENSES.......ccvivriviriiitecies et sesessessses | ansessssessesssssssessenad [ I (O I 515,608 | .o (V) 515,608
26. Total expenses incurred (LINES 110 25).......cccuiuiiieiireieiesee e ssesesnns | ceevieiinnas 7,347,133 | ... 4,434,012 | ......... 41,060,479 | ccoovrrre. 58,103 | (a).....52,899,727
27. Less expenses unpaid December 31, CUITENE YEAI............ccovueveviuerreiiieieie s | e ssiessenens | cevenienaens 1,202,669 | ............ 2,032,585 | ..o | v 3,235,254
28. Add expenses unpaid DECEMBEr 31, PHOr YEAN.........cccvvvvevcvecieeeieeeiesereseeesesessssesseiens | evresissessssessssessesnss | cevesseneens 1,184,426 | ............ 1,752,851 [ oo | v 2,937,277
29.  Amounts receivable relating to uninsured plans, PrOT YEAT..........covueurirrernririnrneieis | v | rresssssesessesnssesns | oresssssssssssnssssssnssessns | sessessessessessessnsssnsnns | seessesssssssssessessanses 0
30.  Amounts receivable relating to uninsured plans, CUMTENE YEA..........covvrerrmrerrerrereennenres | serssessessessessesssssnssns | sessssessessssssessasssessess | sossesssssssessanssnssnssanss | eoessesmsssssssssssssnssnsse | ssssssessssssessessanseens 0
31. Total expenses paid (Lines 26 minus 27 plus 28 minus 29 plus 30).........cccceevvrverveeeens | corrverinnns 7,347,133 |............ 4415769 |.......... 40,780,745 | ..ccevvvreee. 58,103 |.......... 52,601,750
DETAILS OF WRITE-INS
2501, CONHIDULONS = POEICAL.........vvvereereiinirieciirierieiesiesiss s ssssssssennes | eesssesssssesssesssnsssins | cesseersnmesssessssmsssenes | soeseseessssesens 34,889 | ..o [ i 34,889
2502. Contributions - Charitable.............ccuiiiieiiiieiierserissiessissssssensis | sreesinssnsissinssnnens | s | coneeneenee 10T | i [ i, 155,441
2503, Patient EQUCALION..........ccoiiriiiirinrieni s sasssnies | srisesssnsssss e snsseniss | seensssssnsssssisssnssns | sesessesseesnsniaes 580 | o | s 580
2598. Summary of remaining write-ins for Line 25 from overflow page 324,698 | .o (0 324,698
2599. TOTALS (Lines 2501 thru 2503 plus 2598) (Line 25 @DOVE)......cccererrreneressmmissrsnnerinnee | seevesseesssnesssnesnnnd (O I [ 515,608 | ...ocvrcerinininirienns [V 515,608
(@) Includes management fees of $.....21,764,545 to affiliates and §.......... 0 to non-affiliates.
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swtement as of Decernver 31, 2006 of e IMlOliN@ Healthcare of Michigan, Inc.

EXHIBIT OF NET INVESTMENT INCOME

1
Collected
During Year

2
Earned
During Year

1. ULS. GOVEINMENE DONGS.......veieeiiiieiiiesiesissieseesss sttt sss st s s ts st s s8R st s s enb st

1.1 Bonds exempt from U.S. tax...

1.2 Other bonds (unaffiliated)....

1.3 Bonds of affiliates........

2.1 Preferred stocks (unaffiliated).
2.11 Preferred stocks of affiliates....

2.2 Common stocks (unaffiliated)..
2.21 Common stocks of affiliates....

3. Mortgage loans................

4. Realestate......

5. Contract 10anS.......cc.vueeiernriniiniineeeineseseeeeesenees

6. Cash, cash equivalents and short-term investments...

7. Derivative instruments.............cccocvrverrerrrisierrerennn.

8.  Otherinvested assets..

9. Aggregate write-ins for investment income.

10. Total gross investment income................

11, INVESIMENE EXPENSES. ...covuveieerierrirecreieeeseieeseeseesee et sseeeas

12.  Investment taxes, licenses and fees, excluding federal income taxes....

13, INtErESt EXPENSE.....ovvrereririisiierissireessessssese s essessseses e ssessessessenans

14.  Depreciation on real estate and other invested assets...

15.  Aggregate write-ins for deductions from investment income...

16.  Total deductions (Lines 11 through 15).........cccoevmervirinene.

17. Netinvestment iNCOME (LINE 10 MINUS LINE 16)..........c.vrrierirreeirieirieiieesieisseiesecsseessees st seesees st ss ettt

DETAILS OF WRITE-INS

0907, oottt ettt ettt s RS SR RR SRS RS8R RS ARRE R E R AR R AR R AR AR R st s b s b ente | Hiesiees ettt s ettt ens | Siesiess ettt
0902, oottt ettt bbbkt b b s e R s RR SR s SRR RS8R S RS8R RS E RS R RS R bR st st s bt nbta | Hiesiess st stens | Sinsiens et
0903, oottt f R RR R f R bR ht | Hheb ettt ene | ittt
0998. Summary of remaining write-ins for Ling 9 from OVEIMIOW PAGE. ...ttt | ressesssess s L0 T 0
0999. Totals (Lines 0901 thru 0903 plus 0998) (LINE 9 GIOVE).......curuereisrsersersassiessassessessesssessessessssssessassessessassessassssssessassesssessessessessssssess | sssessasssnssossassesssessassassanssassassanes L0 R 0
180T, ettt R AR R R 1R AR | etk b bbb
1802, ot R SRR £ AR AR R R R R R4 E LR R AR Rt | Heeb e bbbttt
1803, et R R AR ER R R R R R R RS R R | Heeb iR bbbt
1598. Summary of remaining write-ins for Line 15 from OVEMIOW PAGE........c.ciiireiiiisiesceete ettt es s bbb nsnsesntens | bessesstensessesensessassessntesns et ensena 0
1599. Totals (Lines 1501 thru 1503 plus 1598) (LINE 15 @H0VE)........uueuireiiiieriieesisisetitsesessssssses st et ssse st s sst st sesesses st sttt es st s s b et et s seeensnsessetesensessnsensesesssnsassnsansans | bevsessssossessessnsessassessnsessnsnsansesan 0

(@) Includes§$.......... 0 accrual of discount less §.......... 0 amortization of premium and less §.......... 0 paid for accrued interest on purchases.

(b) Includes§.......... 0 accrual of discount less §.......... 0 amortization of premium and less §.......... 0 paid for accrued dividends on purchases.

(c) Includes$.......... 0 accrual of discount less §.......... 0 amortization of premium and less §.......... 0 paid for accrued interest on purchases.

(d) Includes$.......... 0 for company's occupancy of its own buildings; and excludes §.......... 0 interest on encumbrances.

(e) Includes§$.......... 0 accrual of discount less §.......... 0 amortization of premium and less §.......... 0 paid for accrued interest on purchases.

(f Includes §.......... 0 accrual of discount less §.......... 0 amortization of premium.

(@) Includes$.......... 0 investment expenses and §.......... 0 investment taxes, licenses and fees, excluding federal income taxes, attributable to Segregated and Separate Accounts.

(h) Includes§.......... 0 interest on surplus notes and §.......... 0 interest on capital notes.

(i) Includes§.......... 0 depreciation on real estate and §.......... 0 depreciation on other invested assets.

EXHIBIT OF CAPITAL GAINS (LOSSES)
1 2 3 4
Realized Unrealized
Gain (Loss) Other Increases
on Sales Realized (Decreases) by
or Maturity Adjustments Adjustment Total

1. U.S. government DONGS........c.ccvueeriniieiniineeissessiessse e

1.1 Bonds exempt from U.S. taX.......ccovvuvrviereeiiieeseeseeeinnnns

1.2 Other bonds (unaffiliated)............cccovrerrrerireeieeieseseenns

1.3 Bonds Of affiliates.......cccciereirirneeeceeesee e

2.1 Preferred stocks (unaffiliated).............ccooveverriecniineeeeeenaes
2.11 Preferred stocks Of affiliates.........corverininirnensininineieiseineenns

2.2 Common stocks (unaffiliated)...........ccceuerreererenieeesieeis
2.21 Common stocks of affiliates.........coermevreereinrinenineinisenencsens

3. MOrtgage 10@NS.......cevuirerierie it

4. Real estate

5. Contract loans

6. Cash, cash equivalents and short-term investments....................

7. Derivative inStruments...........cocieenrieeeieee e

8. OtheriNVESIEA @SSELS.......c.cveieecvcecicciie et | eetese ettt be s sssesaes | eesessesssssssesissesnssesssesssssessssessess | soesestesiessssessesssssssssessssestessssanses | sbessessessessssesses et estes b es s seees 0

9. Aggregate write-ins for capital gains (I0SSES).......vvrrrrrrrrrmerniins | rrrerssreeississssrsssssesssssnssssseens [0 R {0 [0 PR 0

10.  Total capital gaiNS (I0SSES)........euererrrrererirrsersnesrsssesessessssssesssinns | sresessesssssessessonssessssssssenssnssees {0 R {0 R [0 RN 0

0003, oo a b s s aens | Stebesssest et s s et et e s e s et e s s s tessesesebenns | nesssebesestesessstesntetesessssesensesesess | eresssetisssetesesinsessssetesestesesasenes | besessssesiesetesesssessnntetesentesasnnal 0
0998. Summary of remaining write-ins for Line 9 from overflow page.... | .....cccovveveverveineerccrere s [0 U 0 [ oo [0 TR 0
0999. Totals (Lines 0901 thru 0903 plus 0998) (Line 9 @bOVE).......coccevs | covrivmieniiiniiiniesiiecisiineis 0 [ o 0 ] i [0 RN 0
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swtement as of Decernver 31, 2006 of e IMlOliN@ Healthcare of Michigan, Inc.

EXHIBIT OF NONADMITTED ASSETS
1

Current Year Prior2Year ChangeBin Total
Total Total Nonadmitted Assets
Nonadmitted Assets Nonadmitted Assets (Col. 2 - Col. 1)
1. BONAS (SCHEAUIE D)...ovvvvieeieieieeiieieeeie sttt sssss s snsas | sressessessssssnssnssensssssssssssmsssnsnsnssne | estessssssessessssasssessassessesssessessassans | sesesssssnsssssssosssessessassanssessssanes 0
2. Stocks (Schedule D):
2.1 PTEEITEA STOCKS. ..vvvceveeresceiseissei ettt ass s | £ebsse bR enn | Hfsees e Rt | eres s en e 0
2.2 COMMON SIOCKS. ...vuvurvureraeeeeesreseessesseseesssessesssessessessesssssssessesssessessassassanssassessassnsss | 1etsssssssssssssssessasssssssanssassasssssanss | sesessessonssessessasssessessassesssessessessosss | stessesssmssessossassanssassassassnssessassnn 0
3. Mortgage loans on real estate (Schedule B):
BiT FIISE NS oottt | Heeb sttt enn | reesee ettt | eereene sttt 0
3.2 Oher than fITSEHENS........o.ueerriiiiei it esteees | £ebseees bbb as bt et sees | Hbsees e bt nenes | eeebens ettt 0
4. Real estate (Schedule A):
4.1 Properties 0cCUpIEd DY the COMPEANY.......c..cciiiciiieiiiciie ittt sssessssesss | setsstesies s sessssessssss st esbessssessesss | ebessessssesessassessessstessssessessessssesns | sbessssssssssassessssessessesessesssssssessess 0
4.2 Properties held for the prodUCHION Of INCOME........c..c.ceiiiiiiieesieceseeeies et | ceeteiesissee s essses s sssssstessssssesss | esessesinssssessssssisessssessssessessessnsesns | stessssessssasssssssessessssessssnsessesenes 0
4.3 Properties NEIA fOr SAIE.........c.vu ettt et ssees st ssessentenssests | eosetsssnessssessssssessesssssesssssestestaness | £seesessesssessessessaessessessessenssessentestes | festssessiessestessanstessestestenssensestans 0
5. Cash (Schedule E-Part 1), cash equivalents (Schedule E-Part 2)
and short-term iNVESIMENES (SCREAUIE DA).........cciieieiirie e sssssssssesesses | sessessesssessessessesssssssssessesssssssssnssns | sessssssssessessssssmssessassessanssessessassans | sesessssmssossasssssassessasssssessassnes 0
8. COMITACT IOBNS.......ouieeriicii it bbbt | bbb st bbbttt | shbiesb ettt | bbb 0
7. Otherinvested assets (SCHEAUIE BA)..........o.ceuieiiiiereieesisee st eses s ssssssssssess | sestsssesinsessessssesssssssssssssessesssssssesss | sesessesmssssossssssssessssessssessessessssesins | stesessessissssssssssessessesessessssessessess 0
8. RECEIVADIES fOr SECUMIES. ... ... ververircicrii ettt esines | seesessses ettt ssnties | stbsetbnessees s s ettt esbnsies | coresinesssss s sss s 0
9. Aggregate Write-ins fOr INVESIEA @SSELS..........cccvciiieiieiiieicee ety | eberssisssistesessetesssessebessebensanad 0 | oot 0 | o 0
10.  Subtotals, cash and invested assets (LINES 110 9).....vurvererrenrerreninrnrnrenrssissessssssssssssssness | seesssssssnsssssssssssssssessessssssessessanes (0 [0 I 0
11, Title plants (Or Title INSUIEIS ONIY).......ccueiereieiiecrectete ettt sessesesssaebesens | sessesesessesesessssetissstesesssessssessssesass | stesesssesssetesssssssssssssesesansesasessssess | evessesesestesesssssesssesetesassesessnseand 0
12, Investment iNCOME dUE ANA BCCTUBH...........c.uuiuiiiiiii s | Soesb i ssss bbb bbbt sess | rsbss bbb enss | sebiesbissss bbb ss s sse e 0
13.  Premiums and considerations:
13.1 Uncollected premiums and agents' balances in the course of collection
13.2 Deferred premiums, agents' balances and installments booked but
AEfEITEA ANA NOL YEE AUB........oocveceiececte ettt ssaesas | evsstessesiesssssssssssssssessesesssssessssessess | sresessesissssssssesnssstessesassessesasssssnses | sesessesesssssesnsesessesssesssssesssesend 0
13.3 ACCIUEd retrOSPECHVE PrEMIUMS.........uuvereriueireesereseeseeseeseeesessesseessssseesesessessssssesseessess | seesssessssssssssssssesassssssssessassasssssnne | estesssssessesssssasssessassassasssessassastase | sesesssssmsssssssssessessassasssessassces 0
14. Reinsurance:
14.1 Amounts reCOVErable fTOM MBINSUIETS. ..........c.viurriiiriiriieiieeieseissisesieesissisesiensinnes | seesesssesisessses s ssssssesisessessen | stssesssssssesssessssessessesssessnsssessnesns | soresiessmassessnesssassessnessnsssseseens 0
14.2 Funds held by or deposited with reinsured companies
14.3  Other amounts receivable UNder reiNSUrANCE COMTACES..............wurururrrreieersririereses | servessesssssseessssssessssesssessssesssens | eessesssnsessessssssssssesssesssesssesssenss | seessssssssssssssssssnessesssnensssesssand 0
15.  Amounts receivable relating to UNINSUIEA PIANS...........c.cuciiiriieiieieeceeeee e eiens | creeietesie ettt ssessesesess | ebesessstesssetesssssssssssssesessssesassssssess | sbsssssesestesessssssesssesesessssesesasseand 0
16.1 Current federal and foreign income tax recoverable and INtErESt thEIBON..........cccoveierrries | verrririnriirsess s ieisstssissiiees | sesestesssssssssesssssressessessssssessessessenss | stsssssssmssesssssssssnssessessenssnssessassns 0
16.2 Net AEfEITEA TAX @SSBL.......cevciececectceee ettt ettt et sssens | evsssesissetesesssnssssstetesessesssensesetns | svessebesestesssssessesasssassasand 470,609 | oo 470,609
17. Guaranty funds reCeivable OF ON TEPOSIL...........ccvieviieieriereee e sesssssesesessessens | srevessesinssssessssssssssssessssessessssssseses | sebessessessesssssssssessssessssessensesensesins | stesesessssssssssssessessssesssssssssesanss 0
18.  Electronic data processing equipment and SOfWATE...........ccovirrrirririrneinerers e | eeereeseisssessessessssesssssssenes 43,388 | ..o 91,613 | oo 48,225
19. Furniture and equipment, including health care delivery assets..............cocoevuviereeevcercieeees | ceeeiieeiceeeeie e 1,643,260 | .o 964,926 | ......ccverereriiieiieie (678,334)
20. Net adjustment in assets and liabilities due to foreign EXChANGE FALES........ovurererirririirinrns [ ississessisnes | sessssssnssssssessenssessessesssnssessessesses | essesssssssssessassasssessassassesssnssassons 0
21.  Receivable from parent, Subsidiaries and AffilAES............cccevieriereeieiceccce i | ettt es s esaess | etetesessssesssesesestetes et sssebesaetetessnns | ebesesesesssetetesietessn e tetestetesesaned 0
22. Health care and other amounts rECEIVADIE...............ccouevieiureeereicrreeeie et eeas | evesaesssaesesse s ssssesenaes 726,796 | oo 368,924 | ...oovee (357,872)
23. Aggregate write-ins for other than iNvested aSSetS.........cccuvcueiciiciiriccce e | ererssssss s enseneeas 18,112,160 | oo 24,206,801 | .o 6,094,641
24. Total assets excluding Separate Accounts, Segregated Accounts and Protected
Cell Accounts (LIS 10 throUGN 23).........cuueviieevieeieeeieeeieseeses e ssssssssssssssssesssssssssessssessnses | sosssessssissessssessessesanes 20,525,604 | ....coovevrrerierererrans 26,102,873 | oo 5,577,269
25. From Separate Accounts, Segregated Accounts and Protected Cll ACCOUNES............cvceveve | coveieriiiisiciseiieiescsseieseteseiens | cvissessesiessssesssses s ssssssssessssesens | sessessssessessesessesssssesssssssssssessesan 0
26. TOTALS (LINS 24 AN 25)........orvererieerieciesriessssssssssessessseessssssessssesssessssssssssssssssssnnss | sosssssesssssesssosssssesssns 20,525,604 | ...ovorvererieeriinenne 26,102,873 | ..o 5,577,269
DETAILS OF WRITE-INS
09071, ettt Rkttt | HeeeR ettt | eeeb ettt nenn et | eebeeee et 0
0902, ..eoeerreeee sttt R8RSRt | H1eeR SRRt e et s st st | Seess e sRE sttt nann st nentne | eetsess sttt 0
0903, ..ottt | iRttt ts et | ettt | eebeeen e 0
0998. Summary of remaining write-ins for Ling 9 from oVErfloW PAGE.........cccvevevverccrieeeiieeeiseeiieis | coevevssieis e sesees 0 | oo (0 U 0
0999. Totals (Lines 0901 thru 0903 plus 0998) (LINE 9 @DOVE)........cuiuiiiriiiiiiiiiiiiieiisisieisesssissierens | cresssssssssessesssssssessesesssasssssenases 0 | e 0 | o 0
2301, Prepaid EXPENSES/DEPOSIES. .......cceveevrecieecieiecisiseetessesess st sssssse s ssssessessssessssessssssssssns | oevessesessassessssssssssssssnaas 159,656 | .oeveveeieeeee e 237,990 | cooereeeeeee e 78,334
2302. Intangible Assets (GOOAWIll/PEHENE FIlES)...........cccuurverreerererirecrieerisseeineseseeissessseesssesens | ceessessssessseessesseseees 17,952,504 | ...oovvvirercrrcii 23,968,811 | ..o 6,016,307
2303, R S Rt enae | HeeeR st | eees ettt enniee | Sebeees s 0
2398, Summary of remaining write-ins for Line 23 from OVErflOwW PAgE..........courerrerurmerniieirreniinees | cevireeneissensensessesessssssssssessssesens (0 U 0 | oo 0
2399, Totals (Lines 2301 thru 2303 plus 2398) (LN 23 @DOVE)........uureurirumieemerinsinsserisssenessrisssens | sresssessssesssssnensssesscnes 18,112,160 | ...ooovvvvrerencrerisrinnnes 24,206,801 | ...oovvrrnnccinirnenieens! 6,094,641

16




Ll

Statement as of December 31, 2006 of the MOIina Healthcare Of MiChigan, |nC.

EXHIBIT 1 - ENROLLMENT BY PRODUCT TYPE FOR HEALTH BUSINESS ONLY

Total Members at End of 6
1 2 3 4 5 Current Year

Prior First Second Third Current Member

Source of Enrollment Year Quarter Quarter Quarter Year Months
1. Health MainteNanCe OrgaNiZAtIONS..............ccuevuiiueiiieieiecisie ettt sttt bbbt bbb s ssess s nsesas | absssessssessssessesensensesenbenes 232,425 | oo 231,794 | oo 232,437 | oo 227127 | oo 227,797 | oo 2,765,276
2. PrOVIAEr SEIVICE OFANIZALONS. .. ..cvueveieeeriiieiseiesieietetesse ettt es s s et ee s s s s a8 ee e s s es st ss st sensessnsass | £essetassessassesssessessssessesnntessesassansass | nessstesssssssessesnssssessssessessnsnssesnsnnss | sesessesessnssesssessnsnsessssessessesassansasss | stessesssessassesssessessssessnsnesessesanssnsns | sresassesnnssesassesssssnsessssassassesssestasnes | ossessesassassesnssessessnsessessesessesnssnsns
3. Preferred PrOVIAEr OFGANIZAtIONS. .......ccvuiveireiriieieieie et sttt s s s et st es et s b s bbb b ensassessnsanses | a2absesssessessssessessesessessstnsessssessasses | 4ebessesosssnsessssassassessssestessetessessasans | essesassessessesessessesessesnssnsessesassantess | sesessesssssessesessessesessessesnsessstensnse | atsetessessssnsessesansassessntenteseetesensenss | stessesestentes et st b sttt
L 10 7= oY O [ O OO ISP PO P PP
B INABMINILY ONIY .ot SRR RR e | e£iee R R R s s R b e b e e e R en b et | eeEebeeene s bbbt ens | feeenee Rttt n e | enEee bbbt n e ens | eeeeE Rt | Herne e s
6. Aggregate Write-ins fOr Other INES OF DUSINESS..........c.iueireiiiiiiciiiec et sttt ennes | ebsstesstensssses e s anses s st st ant s e [0 OO 0 | oo 0 ] oo 0 | et 0 ] oot 0
OBl ettt Rt | ekttt 232,425 | ..o 231,794 | oo 232,437 | oo 227,127 | oo 227,797 | oo 2,765,276

DETAILS OF WRITE-INS

0807, eereeeeeeesereee st | SeeRE Rttt ees | eees iR st sn e | SereR SRR s st s | Seebs Rt | Senet ettt en s | Seese ettt
0802, -..eooeeeeseseee stk en et | HeERE AR R R Rkt bees | eeeR iR Rt sn e | HeeeE iR bbb et s | SeeeR LR | SeeEE ettt eR s | SeeR e R
0B03. .o eeeeeesees st eR RS £ £ EERE££RE£EEEEEREREeeRE££eR e es | HeeREeERE R R Rt eee | 4eeE AR R SRR E e Rt nn b ene | HeeeE iR AR Rt ee s s | SeeeR R R R nn s | HeeEE R Rt en s | HeeRE Rttt
0698. Summary of remaining write-ins for Line 6 from OVEMIOW PAGE. ..ot sess st ssnns | setessessssnessssessssassessssessesssessesnes L0 R L0 TR [0 S [0 SRR [0 0
0699. Totals (Lines 0601 thru 0603 plus 0698) (LINE 6 @DOVE)........u.uereuurrurrireesiisirisssersossrssenesseenssessssenss s sesss e senssssenssensssssssssnness | eoesssssesssensssssssssnsssesssssssssessnens 0 | oo 0 [ o 0 | oo 0 | oo 0 | oo 0




swtement as of Decernver 31, 2006 of e IMlOliN@ Healthcare of Michigan, Inc.

NOTES TO FINANCIAL STATEMENTS

1.

5.

Summary of Significant Accounting Policies
A. Accounting Practices

The financial statements of Molina Healthcare of Michigan, Inc. (the “Company”) are presented on the basis of accounting
practices prescribed or permitted by the State of Michigan, Office of Financial & Insurance Services (“OFIS”).

OFIS recognizes only statutory accounting practices prescribed or permitted by the state of Michigan for determining and
reporting the financial condition and results of operations of an insurance company, and for determining its solvency under
the Michigan Insurance Code. The National Association of Insurance Commissioners’ (“NAIC”) Accounting Practices and
Procedures manual, version effective January 1, 2001, (NAIC SAP) has been adopted as a component of prescribed or
permitted practices by the State of Michigan.

B. Use of Estimates in the Preparation of the Financial Statements

The preparation of financial statements in conformity with Statutory Accounting Principles requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities. It also requires disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenue and expenses during the
period. Actual results could differ from those estimates.

C. Accounting Policy

Health premiums are earned ratably over the terms of the related insurance and reinsurance contracts or policies. Expenses
incurred in connection with acquiring new insurance business are charged to operations as incurred.

In addition, the Company uses the following accounting policies:

1. The Company’s financial instruments include cash and cash equivalents and investments. The Company believes the
carrying amounts of cash and cash equivalents approximate their fair value because of their high liquidity. The fair
value of bonds and short-term investments are based on the fair values prescribed by the Securities Valuation Office
(“SVO”). For certain investments for which the SVO does not provide an estimated fair value, the Company uses
amortized cost as a substitute for estimated marked value, in accordance with prescribed guidance. As of December 31,
2006 and 2005, the estimated fair value of investments included investments totaling $1,380,007 and $1,319,940
respectively that were valued at amortized cost.

2. Unpaid losses and loss adjustment expenses include an amount determined from health care costs estimates and loss
reports and an amount, based on past experience, for losses incurred but not reported. Such liabilities are necessarily
based on assumptions and estimates and while management believes the amount is adequate, the ultimate liability may
be in excess of or less than the amount provided. The methods for making such estimates and for establishing the
resulting liability is continually reviewed and any adjustments are reflected in the period determined.

Accounting Changes and Corrections of Errors

The Company prepares its statutory financial statements in conformity with accounting practices prescribed or permitted by
the State of Michigan. Effective January 1, 2001, the State of Michigan required that insurance companies domiciled in the
State of Michigan prepare their statutory basis financial statements in accordance with the NAIC Accounting Practices and
Procedures manual — Version effective January 1, 2001 subject to any deviations prescribed or permitted by OFIS.

Accounting changes adopted to conform to the provisions of the NAIC Accounting Practices and Procedures manual —
Version effective January 1, 2001, are reported as changes in accounting principles. There were no adjustments required to
unassigned funds as a result of the adoption of the NAIC Accounting Practices and Procedures manual — Version effective
January 1, 2001.

Business Combinations and Goodwill

The following summarizes the goodwill balance:

Ending goodwill balance 23,333,881
Nonadmitted portion (17.952,504)
Admitted Goodwill 5,381,377

Discontinued Operations — Cape Health Plan (NAIC Company Code 95759) was merged into Molina Healthcare of
Michigan in 2006.

Investments — None
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swtement as of Decernver 31, 2006 of e IMlOliN@ Healthcare of Michigan, Inc.

NOTES TO FINANCIAL STATEMENTS

6. Joint Ventures, Partnerships and Limited Liability Companies — None

7.

Investment Income —

The Company had no investment income that was excluded. All the Company’s investments and the income derived from
such investments meet the criteria for admitted receivables.

Derivative Instruments — None

Income Taxes

A.

1)
2)
3)
4)
S)

The Company’s net deferred tax asset is reflected on the following schedule:

12/31/2006 12/31/2005
Total of all deferred tax assets 1,184,269 893,111
Total of all deferred tax liabilities 705,896 511,501
Total deferred tax assets nonadmitted - 470,609
Net deferred tax assets admitted 478,373 (88,999)
Change in nonadmitted Net DTAs 470,609 333,863
N/A

Current income taxes incurred consist of the following major components:

12/31/2006 12/31/2005
1. Current tax expense (benefit) 12,394,462 5,219,119
2. Change in DTA's DTL's 102,720 -
3. Utilization of NOL Carryforward (27,235) (27,235)

The Net deferred tax asset consists of the following major components:

12/31/2006 12/31/2005
Deferred tax assets:
NOL Carryforwards 202,012 229,247
State taxes 253,065 122,374
Compensation related payable 87,911 70,881
Other 641,281 470,609
Total deferred tax assets 1,184,269 893,111
Non-admitted deferred tax assets - 258,453
Admitted deferred tax assets1,184,269 634,658
Deferred tax liabilities:
State taxes - -
Depreciation (659,775) (419,160)
Other (46,121) (92,341)
Total deferred tax liabilities (705,896) (511,501)
Non-admitted deferred tax liabilities - -
Admitted deferred tax liabilities (705,896) (511,501)
Net admitted deferred tax assets 478,373 (88,999)
Change in net non-admitted assets 470,609 333,863

There were no significant book to tax adjustments in 2006
1. Net operating loss carryforward balance for 2006 forward is $577,178

2. The amount of federal income taxes incurred that will be available for recoupment in the event of future net
losses is approximately $ 14,804,368.

The Company’s Federal Income Tax return is consolidated with the following entities:

Molina Healthcare, Inc

Molina Healthcare of California

Molina Healthcare of California Partner Plan
Molina Healthcare of Utah, Inc

Health Care Horizons, Inc.

Molina Healthcare of New Mexico, Inc.

251



swtement as of Decernver 31, 2006 of e IMlOliN@ Healthcare of Michigan, Inc.

NOTES TO FINANCIAL STATEMENTS

Molina Healthcare of Washington, Inc.
Molina Healthcare of Indiana, Inc.
Molina Healthcare of Texas, Inc.
Molina Healthcare of Ohio, Inc.
Molina Healthcare of Georgia, Inc.
Molina Healthcare of Nevada, Inc.
Molina Healthcare Insurance Company
HCLB, Inc.

Molina Healthcare, Inc. (Molina) and its subsidiaries file a consolidated federal income tax return. Under a written
Services agreement with Molina approved by the Board of Directors, Molina collects from or refunds to the subsidiaries
the amount of taxes or benefits determined as if Molina and the subsidiaries filed separate returns.

10. Information Concerning Parent, Subsidiaries and Affiliates —

A.

e

[l

J.

The Company is a wholly owned subsidiary of Molina Healthcare, Inc. Molina Healthcare, Inc. also has other wholly
owned subsidiaries located in the states of California, Indiana, New Mexico, Texas, Ohio, Utah and Washington.

The Company has an agreement with Molina Healthcare, Inc. whereby Molina Healthcare, Inc. provides certain
management and other support services to the Company. Expenses incurred relating to this agreement amounted to
$18,742,822 in 2006 and $15,529,404 in 2005. Molina Healthcare, Inc. made capital contributions of $20,000,000 in
2006.

The Company did not declare or pay dividends during 2006.

At December 31, 2006, the Company reported a $149,325 receivable from Molina Healthcare, Inc. related to its tax
liability.

There are no guarantees or undertakings for the benefit of an affiliate or related party.
None

Molina Healthcare, Inc. owns all outstanding shares of the Company.

The Company owns no shares of Molina Healthcare, Inc.

The Company owns no interest in either Molina Healthcare, Inc. or any of the other subsidiaries of the Molina
Healthcare, Inc.

N/A

11. Debt — None

12. Retirement Plans, Deferred Compensation, Postemployment Benefits and Compensated Absences and Other Postretirement

Benefit Plans —

A. Defined Benefit Plan — The Company does not have a Defined Benefit Plan.

B. Defined Contribution Plan — Employees meeting certain eligibility requirements may participate in the Company’
401(k) plan. Contribution expense to the 401(k) plan totaled $343,252 in 2006 and $311,494 in 2005.

C. Multiemployer Plans: The Company does not have a Multiemployer Plan.

D. Consolidated/Holding Company Plans: The Company does not have a Consolidated/Holding Company Plan.

13. Capital and Surplus, Shareholders’ Dividend Restrictions and Quasi-Reorganizations —

A.

The Company has 200,000 shares of common stock authorized and 159,000 shares of common stock issued. Par value
is $1.00.

The Company has no preferred stock.
The laws of the State of Michigan limit the payment and declaration of extraordinary and ordinary dividends. As set
forth in Michigan Insurance Code, dividends require prior approval of OFIS. Additionally, OFIS does will not approve

dividends that are greater than 10% of a Plans’ surplus over one year period.

The Company did not declare or pay dividends in 2006.
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NOTES TO FINANCIAL STATEMENTS

e

A

[l

K.

L.

There were no restrictions placed on the Company’s surplus, including for whom the surplus is being held.
N/A.
There is no stock held by the Company.
N/A
The portion of unassigned funds (surplus) represented or reduced by each item below is as follows:
i.  Unrealized gains or losses: $ 0
ii.  Non admitted asset values: $20,525,604
iii.  For stock purchase warrants: 0 shares
NA
N/A

N/A

14. Contingencies —

A.

B.

Contingent Commitments — None

Assessments — None

Gain Contingencies — None

All Other Contingencies

Currently, the Company is not involved in any legal proceedings. However, in the normal course of business, the
Company may become aware of disputes and complaints that could result in litigation. In the opinion of management,
based upon current facts and circumstances known by the Company, the resolution of these matters (whether or not

resulting in litigation) should not have a material adverse effect on the financial position or results of operation of the
Company.

15. Leases —

A.

Lessee Operating Lease

The Company leases office space, furniture and fixtures and office equipment under various leasing agreements.

At December 31, 2006, the minimum aggregate rental commitments are as follows:

Year Ending December 31 Operating Leases
2007 $2,143,753
2008 $1,848,552
2009 $1,801,680
2010 $1,804,175
2011 $1,725,618
2012+ $4,844,993
Total $14,168,771

The Company is not involved in any material sales-leaseback transactions

16. Information About Financial Instruments With Off-Balance Sheet Risk and Financial Instruments With Concentrations of
Credit Risk — None

17. Sale, Transfer and Servicing of Financial Assets and Extinguishments of Liabilities

A.

B.

C.

Transfers of Receivables reported as Sales — None
Transfer and Servicing of Financial Assets — None

Wash Sales — None
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NOTES TO FINANCIAL STATEMENTS

18. Gain or Loss to the Reporting Entity from Uninsured A&H Plans and the Uninsured Portion of Partially Insured Plans —
None

19. Direct Premium Written/Produced by Managing General Agents/Third Party Administrators — None
20. September 11 Events — None

21. Other Items — None

22. Events Subsequent — None

23. Reinsurance —

A. Ceded Reinsurance Report

Section 1-General Interrogatories

Section 3 Ceded Reinsurance Report Part B
1. $0.00
2. No
B. Uncollectible Reinsurance— None
C. Commutation of Reinsurance— None
24. Retrospectively Rated Contracts & Contracts Subject to Redetermination — None
25. Change in Incurred Claims and Claim Adjustment Expenses —
Reserves for incurred claims and claim adjustment expenses attributable to insured events of prior years has decreased by
$11,815,292 in 2006 for prior years as a result of re-estimation of unpaid claims and claim adjustment expenses. Original
estimates are increased or decreased as additional information becomes known regarding individual claims.

26. Inter-company Pooling Arrangements — None

27. Structured Settlements — Not Applicable

254



swtement as of Decernver 31, 2006 of e IMlOliN@ Healthcare of Michigan, Inc.

NOTES TO FINANCIAL STATEMENTS

28. Health Care Receivable—

Pharmaceutical rebate payments are received by the Company 180 days after billing, therefore, pharmaceutical rebates are
considered non-admitted assets.

Pharmacy Pharmacy Actual Actual Actual
Rebates as Rebates as Rebates Rebates Rebates
Reported on Billed or Received Received Received
Financial Otherwise Within 90 Within 91 to More Than
Statements Confirmed Days of 180 Days of 180 Days
Quarter Billing Billing After Billing
12/31/2006 450,589
9/30/2006 89,910
6/30/2006 92,433
3/31/2006 93,864 93,864
12/31/2005 90,379 90,379
9/30/2005 87,691 87,691
6/30/2005 93,926 93,926
3/31/2005 96,928 96,928
12/31/2004 96,731 96,731
9/30/2004 75,150 75,150
6/30/2004 87,179 87,179
3/31/2004 87,210 87,210

29. Participating Policies — Not Applicable

30. Premium Deficiency Reserves— None

31. Anticipated Salvage and Subrogation— None
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SUMMARY INVESTMENT SCHEDULE

Gross Admitted Assets as Reported
Investment Holdings in the Annual Statement
Investment Categories Amz)unt Percezntage Amgunt Perce4ntage
1. Bonds:
11 ULS. trASUNY SBOUMHES......vucvcvveeveceeicsieiee ettt sttt st sttt est s s st s s saetensessbestensesanans | sevsessnens 1,000,000 | ...coevneee. 08 | e 1,000,000 | .....c....c.... 0.8
1.2 U.S. government agency obligations (excluding mortgage-backed securities):
1.21 Issued by U.S. OVEMMENT AGENCIES. .......cciviueireiiieiieie ettt sssse st stessesssessens | essstesssssssessesssssssanses | sesessessssanes 0.0 [ | e 0.0
1.22 Issued by U.S. government SPONSOIEA GQENCIES..........cvcveevervrieeireiereiesseseseseesess s sssssssessessssessssssssssessnss | sessssessssssessessssssssses | eevesesessnes 0.0 | oo | e 0.0
1.3 Foreign government (including Canada, excluding mortgage-backed SECUIHES)..........ovvrrurerrerrereerneenieeireireens [ coreineineenensenssseieeens | coeereesneennns (K0 R ISR 0.0
1.4 Securities issued by states, territories and possessions and political subdivisions in the U.S.:
1.41 States, territories and possessions general OblIGatioNS. .........c..crewererririrririrereseeese e ieesessessees | sesssssssssssessessssssessenss | sesessessanesns (0 I R IS 0.0
1.42 Political subdivisions of states, territories & possessions & political subdivisions general obligations...... | .....cccoeevvevceceiveies | eviveeiinnnd 0.0 | o | e 0.0
1.43 Revenue and assessment ODlIGAtIoNS. ........cc.vururirreririeieiere sttt
1.44 Industrial development and similar obligations
1.5 Mortgage-backed securities (includes residential and commercial MBS):
1.51 Pass-through securities:
1.511 Issued or guaranteed DY GNMAL............ccriieiceeeee ettt ssse st sessessees | sbesssssssessssessssessansess | sosssesissinsan 0.0 | o | e 0.0
1.512 Issued or guaranteed by FNMA and FHLMC...........cooiiiniinininnincnensinsesssssssssssssessesssssesssesses | sonesssssmsssssssssssonssesses | sonssessesesens 0.0 [ | e 0.0
1513 Al OB ..ottt sttt | et ennia | enenieeiia 0.0 | oo | e 0.0
152 CMOs and REMICs:
1.521 Issued or guaranteed by GNMA, FNMA, FHLMC OF VA........ooiiiieieeesieeeeeee e esietevesies | evevissssesssesessssssssenes | cvesesesissenns 0.0 | o | e 0.0
1.522 Issued by non-U.S. Government issuers and collateralized by mortgage-backed
securities issued or guaranteed by agencies SNOWN iN LINE 1.527........c.oevivirierneereerieeeeeseisiesnns | eevesesesiesissesssssssenes | evvevessinins 0.0 [ | e 0.0
1.523 Al O ..ottt ettt | cereen st ennna | enesieseiaed 0.0 | v | eevrreeiinnenns 0.0
2. Other debt and other fixed income securities (excluding short-term):
2.1 Unaffiliated domestic securities (includes credit tenant loans rated by the SVO).........cerrrnrrninnrnrinnens | cereensisnsnsensnssnsenes | seeesnsennennd (0 I O [T 0.0
2.2 Unaffiliated fOrign SECUMLIES........c.cvveiiiicieecciee sttt ettt ettt st aes s b besantes | evevessesssnseseseseesesenes | eeesvebesinsens 0.0 | o | e 0.0
2.3 ATTlIAIEA SECUMHIES. ......rverereeririeeiceieeri ettt nnnes | nessssssmsenssensensesanns | eerseessenss 0.0 | oo | e 0.0
3. Equity interests:
3.1 Investments in mutual funds
3.2 Preferred stocks:
321 AFFIHBEEA. ..ottt | eresens et enes | sereeseeneeens 0.0 | v | v 0.0
322 UNGIFBLEA. ...ttt ettt sttt nnnta | srssenssness s nnsstennes | sereessennenas 0.0 | covvreeererrnerirmeeerees | eevrreeinnneens 0.0
3.3 Publicly traded equity securities (excluding preferred stocks):
KRG 1 1 Yo OO OO O TSSOSO EOPURTRRRRTRT ISP 0.0 | overeeereeenrerrmnrerines | eevrreeenneens 0.0
3.32 UNGIFIBLEA. ..vvovvvceerriceici ettt | aresens st enes | sereeneennenns 0.0 | v | e 0.0
3.4  Other equity securities:
BT ATFITBEEA. . c.eoveoe bttt | anetens st enes | sereentenneeas 0.0 | oo | e 0.0
342 UNGTAEA. .....vveecerrieeri ettt | ereiens et enes | sereeneenneeas 0.0 | v | e 0.0
3.5 Other equity interests including tangible personal property under lease:
35T AFFIHBLEA. . vvveevereeeeiteei ettt
3.52  Unaffiliated
4. Mortgage loans:
4.1 Construction and [and dEVEIOPMENL.............ceviieeieieiie sttt sttt b s ssssssssseans | essssessnsessessssssnsssens | eevessssessenes 0.0 | o | e 0.0
4.2 AGICUIUIAL ... ettt ts st s s s s b ss st ekttt ssenen | stensestanssensententenntents | sressensensiens (00 ST IS 0.0
4.3 Single family reSidential PrOPEILIES...........evvevcrevcieeiee ettt st s st s e ss s sssssaes | evsstessnsssesssssssssssees | eevessssessanes 0.0 [ | v 0.0
4.4 Multifamily reSidential PrOPEIHES..........c.rrrurerireieeireieiesne ettt st st entnsnens | sbeesestsnssessansessanssessns | sressessssssens (0 I SRR ISR 0.0
45 COMMEICIAL IOBNS........vormieerrirrerisrisriee sttt | anstsensmnsessesssnnssinenss | seresesensenns 0.0 | ovveerrerieerreereiens | e 0.0
4.6 Mezzaning real @StAte I0ANS........c..ciuurirciiiiieie sttt | stenienn st netnns | seesteninnenes (00 I ST IS 0.0
5. Real estate investments:
5.1 Property 0CCUPIEd DY COMPANY.........coiiiriiciiiiiescec ettt ss e b b snsesnens | evessssesssssesessssnsessnns | seresesessssens 0.0 | oo | e 0.0
5.2 Property held for production of income (including §.......... 0 of property acquired in satisfaction of debt)............ | oo | cererinnnnad (0 I SRR IV 0.0
5.3  Property held for sale (including $
LG TR 07 - Yot (07 3OS STTRRTN
7. ReCEIVADIES fOr SECUMHIES. .......ouurveereeeiierriscei ettt
8.  Cash, cash equivalents and short-term INVESIMENLS............ccovuevvicveieeice et seeasaenes | eveesas 120,889,325 | ............. 99.2 | ... 120,889,325 | ............. 99.2
9. OtheriNVESIEA @SSEIS........cuuiiiiiiierii bbbt | entens s | senessisnneaa 0.0 [ | v 0.0
10, TOtal INVESIEA @SSELS........v.uveereieeecreieeeic et snensnees | eeeeees 121,889,325 | ........... 100.0 | ........ 121,889,325 | .......... 100.0
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GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

GENERAL

1.1 Is the reporting entity a member of an Insurance Holding Company System consisting of two or more affiliated persons, one or more of which

is an insurer? Yes [X] No[ ]
1.2 Ifyes, did the reporting entity register and file with its domiciliary State Insurance Commissioner, Director or Superintendent or with such

regulatory official of the state of domicile of the principal insurer in the Holding Company System, a registration statement providing

disclosure substantially similar to the standards adopted by the National Association of Insurance Commissioners (NAIC) in its Model

Insurance Holding Company System Regulatory Act and model regulations pertaining thereto, or is the reporting entity subject to standards

and disclosure requirements substantially similar to those required by such Act and regulations? Yes[X] No[ ] N/AT 1]
1.3  State regulating? Michigan

2.1 Has any change been made during the year of this statement in the charter, by-laws, articles of incorporation, or deed of settlement of the
reporting entity? Yes[ ] No[X]
2.2 If yes, date of change:

3.1  State as of what date the latest financial examination of the reporting entity was made or is being made. 12/31/2004
3.2 State the as of date that the latest financial examination report became available from either the state of domicile or the reporting entity.

This date should be the date of the examined balance sheet and not the date the report was completed or released. 12/31/2004
3.3  State as of what date the latest financial examination report became available to other states or the public from either the state of domicile or the

reporting entity. This is the release date or completion date of the examination report and not the date of the examination (balance sheet date). 05/30/2006
3.4 By what department or departments? Office of Financial and Insurance Services

4.1 During the period covered by this statement, did any agent, broker, sales representative, non-affiliated sales/service organization or any combination
thereof under a common control (other than salaried employees of the reporting entity) receive credit or commissions for or control a substantial
part (more than 20 percent of any major line of business measured on direct premiums) of:
411 sales of new business? Yes[ ] No[X]
412 renewals? Yes[ ] No[X]
4.2 During the period covered by this statement, did any sales/service organization owned in whole or in part by the reporting entity or an affiliate,
receive credit or commissions for or control a substantial part (more than 20 percent of any major line of business measured on direct premiums) of:

4.21 sales of new business? Yes[ ] No[X]
422 renewals? Yes[ ] No[X]
5.1 Has the reporting entity been a party to a merger or consolidation during the period covered by this statement? Yes[X] No[ ]

5.2 Ifyes, provide the name of the entity, NAIC company code, and state of domicile (use two letter state abbreviation) for any entity that has ceased
to exist as a result of the merger or consolidation.

1 2 3
Name of Entity NAIC Co. Code State of Domicile
CAPE Health Plan 95759 MI

6.1 Has the reporting entity had any Certificates of Authority, licenses or registrations (including corporate registration, if applicable) suspended
or revoked by any governmental entity during the reporting period? Yes[ ] No[X]
6.2 If yes, give full information:

7.1 Does any foreign (non-United States) person or entity directly or indirectly control 10% or more of the reporting entity? Yes[ ] No[X]
72 Ifyes,
7.21 State the percentage of foreign control.
7.22 State the nationality(ies) of the foreign person(s) or entity(ies); or if the entity is a mutual or reciprocal,
the nationality of its manager or attorney-in-fact and identify the type of entity(ies) (e.g., individual,
corporation, government, manager or attorney-in-fact)

%

1 2
Nationality Type of Entity
8.1 s the company a subsidiary of a bank holding company regulated by the Federal Reserve Board? Yes[ ] No[X]

8.2  Ifresponse to 8.1 s yes, please identify the name of the bank holding company.

8.3 Is the company affiliated with one or more banks, thrifts or securities firms? Yes[ ] No[X]
8.4 Ifresponse to 8.3 is yes, please provide the names and location (city and state of the main office) of any affiliates regulated by a federal

financial regulatory services agency [i.e. the Federal Reserve Board (FRB), the Office of the Comptroller of the Currency (OCC), the Office of

Thrift Supervision (OTS), the Federal Deposit Insurance Corporation (FDIC) and the Securities Exchange Commission (SEC)] and identify the

affiliate's primary federal regulator.

1 2 3 4 5 6 7
Affiliate Name Location (City, State) FRB 0ocC 0TS FDIC SEC

9. What is the name and address of the independent certified public accountant or accounting firm retained to conduct the annual audit?
Ernst & Young 725 S. Figueroa St. Los Angeles, CA 90017-5418

10.  What is the name, address and affiliation (officer/employee of the reporting entity or actuary/consultant associated with an actuarial
consulting firm) of the individual providing the statement of actuarial opinion/certification?
Karen McDonald FSA, MAAA  One Golden Shore Dr. Long Beach, CA 90802

11.1  Does the reporting entity own any securities of a real estate holding company or otherwise hold real estate indirectly? Yes[ ] No [X]
11.11 Name of real estate holding company

11.12 Number of parcels involved
11.13 Total book/adjusted carrying value
11.2  If yes, provide explanation.
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12.
121

122
12.3
12.4

16.1

16.2

171

17.2

18.1

18.2

19.1
19.2

212

213

221
222

231

23.2

GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

FOR UNITED STATES BRANCHES OF ALIEN REPORTING ENTITIES ONLY:
What changes have been made during the year in the United States manager or the United States trustees of the reporting entity?

Does this statement contain all business transacted for the reporting entity through its United States Branch on risks wherever located?
Have there been any changes made to any of the trust indentures during the year?
If answer to (12.3) is yes, has the domiciliary or entry state approved the changes?

BOARD OF DIRECTORS

Is the purchase or sale of all investments of the reporting entity passed upon either by the Board of Directors or a subordinate committee thereof?
Does the reporting entity keep a complete permanent record of the proceedings of its Board of Directors and all subordinate committees thereof?

Has the reporting entity an established procedure for disclosure to its Board of Directors or trustees of any material interest or affiliation
on the part of any of its officers, directors, trustees or responsible employees that is in conflict or is likely to conflict with the official duties
of such person?

FINANCIAL

Total amount loaned during the year (inclusive of Separate Accounts, exclusive of policy loans):

16.11 To directors or other officers

16.12 To stockholders not officers

16.13 Trustees, supreme or grand (Fraternal only)

Total amount of loans outstanding at the end of year (inclusive of Separate Accounts, exclusive of policy loans):
16.21 To directors or other officers

16.22 To stockholders not officers

16.23 Trustees, supreme or grand (Fraternal only)

Were any assets reported in this statement subject to a contractual obligation to transfer to another party without the liability for
such obligation being reported in the statement?

If yes, state the amount thereof at December 31 of the current year:

17.21 Rented from others

17.22 Borrowed from others

17.23 Leased from others

17.24 Other

Does this statement include payments for assessments as described in the Annual Statement Instructions other than guaranty
fund or guaranty association assessments?

If answer is yes:

18.21 Amount paid as losses or risk adjustment

18.22 Amount paid as expenses

18.23 Other amounts paid

Does the reporting entity report any amounts due from parent, subsidiaries or affiliates on Page 2 of this statement?
If yes, indicate any amounts receivable from parent included in the Page 2 amount.

INVESTMENT

Were all the stocks, bonds and other securities owned December 31 of current year, over which the reporting entity has exclusive control,
in the actual possession of the reporting entity on said date, except as shown by Schedule E-Part 3-Special Deposits?
If no, give full and complete information relating thereto.

Yes[ ]

Were any of the stocks, bonds or other assets of the reporting entity owned at December 31 of the current year not exclusively under the
control of the reporting entity, except as shown on Schedule E-Part 3-Special Deposits, or has the reporting entity sold or transferred any
assets subject to a put option contract that is currently in force? (Exclude securities subject to Interrogatory 17.1)

If yes, state the amount thereof at December 31 of the current year:

21.21 Loaned to others

21.22 Subject to repurchase agreements

21.23 Subject to reverse repurchase agreements

21.24 Subject to dollar repurchase agreements

21.25 Subject to reverse dollar repurchase agreements

21.26 Pledged as collateral

21.27 Placed under option agreements

21.28 Letter stock or securities restricted as to sale

21.29 Other

For category (21.28) provide the following:

1 2
Nature of Restriction Description

Amount

Does the reporting entity have any hedging transactions reported on Schedule DB?
If yes, has a comprehensive description of the hedging program been made available to the domiciliary state?
If no, attach a description with this statement.

Were any preferred stocks or bonds owned as of December 31 of the current year mandatorily convertible into equity, or, at the option of the
issuer, convertible into equity?
If yes, state the amount thereof at December 31 of the current year:

271

Yes[ ]

Yes[ ] No[ 1]
Yes[ ] No[ 1]
No[ ] N/AT ]

Yes[X] No[ ]

Yes[X] No[ ]

Yes[X] No[ ]

G 0
B enessanend 0
G 0
G 0
B enessanend 0
ST 0

Yes[ ] No[X]

Yes[ ] No[X]
Yes [X] No[ ]
Yes[ | No[X]

Yes[ | No[X]
No[ ] NA[X]
Yes[ ] No[X]
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24.

24.01

24.02

24.03
24.04

24.05

252

253

26.

271
27.2

28.1
28.2

291
29.2

30.1
30.2

GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

Excluding items in Schedule E, real estate, mortgage loans and investments held physically in the reporting entity's offices, vaults or safety
deposit boxes, were all stocks, bonds and other securities, owned throughout the current year held pursuant to a custodial agreement with a
qualified bank or trust company in accordance with Part 1-General, Section IV.H-Custodial or Safekeeping Agreements of the NAIC

Financial Condition Examiners Handbook? Yes[X] No[ ]
For agreements that comply with the requirements of the NAIC Financial Condition Examiners Handbook, complete the following:
1 2
Name of Custodian(s) Custodian's Address
Lasalle Bank 2600 W. Big Beaver Rd, Troy Ml 48084
For all agreements that do not comply with the requirements of the NAIC Financial Condition Examiners Handbook, provide the
name, location and a complete explanation:
1 2 3
Name(s) Location(s) Complete Explanation(s)
Have there been any changes, including name changes, in the custodian(s) identified in 24.01 during the current year? Yes[ ] No[X]
If yes, give full and complete information relating thereto:
1 2 3 4
0ld Custodian New Custodian Date of Change Reason
Identify all investment advisors, brokers/dealers or individuals acting on behalf of broker/dealers that have access to the investment
accounts, handle securities and have authority to make investments on behalf of the reporting entity:
1 2 3
Central Registration Depository Number(s) Name Address
Cadre Financial Services Robert Brownlee 905 Marconi Avenue, Ronkonkoma, NY
Does the reporting entity have any diversified mutual funds reported in Schedule D, Part 2 (diversified according to the Securities and
Exchange Commission (SEC) in the Investment Company Act of 1940 [Section 5(b)(1)])? Yes[ ] No[X]
If yes, complete the following schedule:
1 2 3
CUSIP # Name of Mutual Fund Book/Adj.Carrying Value
25.2999. TOTAL 0
For each mutual fund listed in the table above, complete the following schedule:
1 2 3 4
Amount of Mutual
Fund's Book/Adjusted
Name of Mutual Fund Name of Significant Holding Carrying Value
(from the above table) of the Mutual Fund Attributable to Holding Date of Valuation
Provide the following information for all short-term and long-term bonds and all preferred stocks. Do not substitute amortized value or statement value for fair value.
1 2 3
Excess of Statement
Statement over Fair Value (-),
(Admitted) Fair or Fair Value over
Value Value Statement (+)
26.1 1,000,000 1,000,000
26.2  Preferred SIOCKS. . ... i sensssenssensssnsesenseenes | onesssssessssnssnenssensssnnis | ossienssssnesiesssssnnins
263 TOtalS....ooirrnrisnsnineissninsessnessesmesensenssesensssssnssnessnenssnsssnsnssesessenses | ensnnseeneesness 1,000,000 | i, 1,000,000
26.4 Describe the sources or methods utilized in determining the fair values:
Have all the filing requirements of the Purposes and Procedures Manual of the NAIC Securities Valuation Office been followed? Yes [X] No[ ]
If no, list exceptions:
OTHER
Amount of payments to trade associations, service organizations and statistical or rating bureaus, ifany? G 106,223
List the name of the organization and the amount paid if any such payment represented 25% or more of the total payments to
trade associations, service organizations and statistical or rating bureaus during the period covered by this statement.
1 2
Name Amount Paid
Michigan Association of Health Plans 106,223
Amount of payments for legal expenses, ifany? b 1,063,382
List the name of the firm and the amount paid if any such payment represented 25% or more of the total payments
for legal expenses during the period covered by this statement.
1 2
Name Amount Paid
Legal support provided by corporate legal department 793,274
Amount of payments for expenditures in connection with matters before legislative bodies, officers or departments of government, ifany? ~ $n 0
List the name of the firm and the amount paid if any such payment represented 25% or more of the total payment expenditures
in connection with matters before legislative bodies, officers or departments of government during the period covered by this statement.
1 2
Name Amount Paid
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GENERAL INTERROGATORIES (continued)
PART 2 - HEALTH INTERROGATORIES

1.1 Does the reporting entity have any direct Medicare Supplement Insurance in force?
1.2 If yes, indicate premium earned on U.S. business only

1.3 What portion of Item (1.2) is not reported on the Medicare Supplement Insurance Experience Exhibit?
1.31 Reason for excluding

1.4  Indicate amount of earned premium attributable to Canadian and/or Other Alien not included in Item (1.2) above.
1.5 Indicate total incurred claims on all Medicare Supplement insurance.
1.6 Individual policies:

Most current three years:

1.61  Total premium earned

1.62 Total incurred claims

1.63  Number of covered lives

All years prior to most current three years:

1.64 Total premium earned

1.65 Total incurred claims

1.66  Number of covered lives

1.7 Group policies:
Most current three years:
1.71  Total premium earned
1.72  Total incurred claims
1.73  Number of covered lives
All years prior to most current three years:
1.74  Total premium earned
1.75 Total incurred claims
1.76  Number of covered lives

2. Health test: 1 2
Current Year Prior Year
2.1 Premium NUMEFator..........ccovevevvevreveeeiieiereiens | covvieisiinnad 498,632,076 |....cccooovrrennnns 324,676,753
2.2 Premium Denominator..........ceevevrermrersnensenes | eovreeesnenneas 498,632,076 ....324,676,753

2.3 Premium Ratio (2.1/2.2)

2.4 Reserve Numerator

2.5 Reserve Denominator............cccceeveveveevnieciennnes

2.6 Reserve Ratio (2.4/2.5).......cccccveerervereierrernnnnns

3.1 Has the reporting entity received any endowment or gift from contracting hospitals, physicians, dentists, or others that is agreed will be
returned when, as and if the earnings of the reporting entity permits?

3.2 Ifyes, give particulars:

4.1 Have copies of all agreements stating the period and nature of hospitals', physicians', and dentists' care offered to subscribers and
departments been filed with the appropriate regulatory agency?

4.2 If not previously filed, furnish herewith a copy(ies) of such agreement(s). Do these agreements include additional benefits offered?
5.1 Does the reporting entity have stop-loss reinsurance?

5.2 If no, explain:

5.3 Maximum retained risk (see instructions):
5.31 Comprehensive medical
5.32  Medical only
5.33 Medicare supplement
5.34 Dental
5.35 Other limited benefit plan
5.36 Other

6.  Describe arrangement which the reporting entity may have to protect subscribers and their dependents against the risk of insolvency including
hold harmless provisions, conversion privileges with other carriers, agreements with providers to continue rendering services, and any other
agreements:

Plan has hold harmless provisions in every provider agreement: PCP, Specialty, Hospital and Ancillary

7.1 Does the reporting entity set up its claim liability for provider services on a service date base?
7.2 Ifno, give details:

8.  Provide the following information regarding participating providers:
8.1 Number of providers at start of reporting year
8.2 Number of providers at end of reporting year

9.1 Does the reporting entity have business subject to premium rate guarantees?
9.2 Ifyes, direct premium earned:

9.21 Business with the rate guarantees between 15-36 months

9.22 Business with rate guarantees over 36 months

10.1 Does the reporting entity have Incentive Pool, Withhold or Bonus arrangements in its provider contracts?
10.2 Ifyes:

10.21 Maximum amount payable bonuses

10.22 Amount actually paid for year bonuses

10.23 Maximum amount payable withholds

10.24 Amount actually paid for year withholds
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Yes[ ] No [ X]

Yes[ ] No [ X]

Yes[X] No[ 1
Yes|[ ] No [ X]
Yes[X] No[ 1]

RN 0
N 150,000
SN 0
SN 0
T 0
RN 0

Yes[X] No[ 1]

R 1,290,778



swtement as of Decernver 31, 2006 of e IMlOliN@ Healthcare of Michigan, Inc.

GENERAL INTERROGATORIES (continued)
PART 2 - HEALTH INTERROGATORIES

1.1

1.2
1.3
14
1.5
11.6

Is the reporting entity organized as:

11.12 A Medical Group/Staff Model,

11.13 An Individual Practice Association (IPA), or

11.14 A Mixed Model (combination of above)?

Is the reporting entity subject to Minimum Net Worth Requirements?

If yes, show the name of the state requiring such net worth.

If yes, show the amount required.

Is this amount included as part of a contingency reserve in stockholder's equity?

If the amount is calculated, show the calculation:
Greater of 10% subscription revenue or 200% of RBC

List service areas in which reporting entity is licensed to operate:
1

Name of Service Area
Alcona, Allegan, Alpena, Arenac, Bay, Benzie, Crawford
Genesee, Gladwin, Gratiot, Huron, lonia, losco, Kent
Lake, Macomb, Manistee, Mason, Mecosta, Midland
Missaukee, Montcalm, Montmorency, Muskegon
Newaygo, Oakland, Oceana, Ogemaw, Osceola
Oscoda, Otsego, Ottawa, Presque Isle, Roscommon
Saginaw, Sanilac, Tuscola, Wayne, Wexford,
Monrog, St. Clair

28.1

Yes[ 1] No [ X]
Yes|[ ] No [ X]
Yes[ | No[X]
Yes[X] No[ 1

.................... 46,856,896
Yes[ ] No [ X]



swtement as of Decernver 31, 2006 of e IMlOliN@ Healthcare of Michigan, Inc.

FIVE-YEAR HISTORICAL DATA
1 2

Operating Percentage (Page 4)

18. Total hospital and medical plus other non-health (Li

19. Cost containment EXPENSES..........evrvrvrerrrrerrrrennenns
20. Other claims adjustment expenses..........cccoceuene.
21. Total underwriting deductions (Line 23).................
22. Total underwriting gain (loss) (Line 24)...................

Unpaid Claims Analysis (U&I Exhibit, Part 2B)

Investments in Parent, Subsidiaries and Affiliates
25. Affiliated bonds (Sch. D Summary, Line 25, Col. 1)
26.
27.

28. Affiliated short-term investments (subtotal included

Part 2, Col. 5, Line 11)
29. Affiliated mortgage loans on real estate
30. All other affiliated

31. Total of above Lines 2510 30......ccccovvreiiareriennnnas

17. Premiums earned plus risk revenue (Line 2 plus Lines 3 and 5)

(Item divided by Page 4, sum of Lines 2, 3, and 5) x 100

ine 18 plus Line 19).....

23. Total claims incurred for prior years (Line 13 Col. 5)........cccovevvviervirerennnns

24. Estimated liability of unpaid claims - [prior year (Line 13, Col. 6)]

Affiliated preferred stocks (Sch D. Summary, Line 39, Col. 1)..........c........

Affiliated common stocks (Sch D. Summary, Line 53, Col. 2)........cccoevvnnne

in Sch. DA,

................ 53,471,440

................ 70,172,813

................ 54,509,150

................ 58,187,125

................ 19,569,617

................ 19,810,571

.................. 8,068,822

................ 11,844,573

3 4 5
2006 2005 2004 2003 2002

Balance Sheet Items (Pages 2 and 3)

1. Total admitted assets (Page 2, Line 26)...........cccouvrreremerirererreemrnnresennnne | covereeeeenns 132,720,451 | ... 141,245,251 |....coovvvvene. 70,452,112 | oo 36,372,250 |...oooovereennee 18,698,326

2. Total liabilities (Page 3, LN 22).........ccccurveerirereeerimeeseriinnemseeeseereseenes | cerrernneeeenns 72,892,668 |........ccee..n. 86,079,332 | ...ccovvrrrenn. 47,202,085 | ....coovvevnee 24,220,905 |....ocvevvennee 12,865,089

3. StAULONY SUMPIUS......ccvvveerieriecirierei s sessreenssses | cessresseeeinns 46,856,896 | ................ 42,418,646 |................ 14,004,366 |.......ccoovverens 8,751,497 | ..ovvvrvcrinnn 4,621,730

4. Total capital and surplus (Page 3, LiNe 31).......ccouwurermreenrinmmernerinernens | corveerineeeenns 59,827,783 | ...ccovvvvvenn. 55,165,919 | ...ccccovvvvene. 23,250,047 | .covevrernns 12,151,345 | oo 5,833,237
Income Statement Items (Page 4)

5. Total reVENUES (LINE 8)......veurerrcercrirerinecereeseeeissesseessssesessenesssesnnsnns | seveneessnens 468,568,961 |.............. 472,713,213 | oo 196,160,457 |.....ccocvvvnnes 87,514,974 | ....ccovvvvenne. 52,409,498

6. Total medical and hospital expenses (Line 18)..........ccccvevverrvevevererieeiies | coervevevnns 385,868,562 | .............. 415,458,549 |.............. 171,416,947 | ..o 75,931,100 |..coooernnee. 44,754,902

7. Claims adjustment expenses (LiNe 20).........ccccevvverererrireerercieie e | ceveeresnnans 11,781,145 | ..o 8,126,443 |....cccoeevnee. 3,369,022 |....cccoovrrernee. 577,587 ....398,798

8. Total administrative €Xpenses (LINE 21)........ccucveeeveervereiereeieeeiesseisieens | cereeresnnans 41,060,479 |....ccooev.... 36,233,288 | ..o 12,474,596 | ....covvvernene 7,700,179 7,770,269

9. Net underwriting gain (108S) (LINE 24).........ccvurveeerimreeeremrerineeieenriseneees | ceererineeeenns 29,858,775 | ...oovvvvvene 12,894,934 | ..o, 8,899,892 |...cccovvrrrinnns 3,306,108 (514,471)
10.  Net investment gain (10SS) (LiNE 27).........crvurreeenrrimerinecrieriiesenessseeinnns | cevereessnseonns 5,687,433 | .cocvvvrrerinnn. 3,359,480 | ..oovvrreriirnns 398,469 | ....coovvvreerinnn. 138,043 | .o 188,963
11, Total other income (LIN€S 28 PIUS 29).........cvuerveriererererieiensesesissssesens | svsesesssssessssssssnns 2,080 | .o [ N 12 | e | e
12. Netincome or (10SS) (LINE 32).........ccuueruerreeerimriinriisesmienesieerisesesensnnees | severeesesnenens 23,187,316 | ..cooovevreene 10,768,567 |....ccorveveene. 6,315,102 | ..oovvrirrcrirnes 1,933,041 | .o 135,512
Risk-Based Capital Analysis

13. Total adjusted CaPItal...........c..rvcererierinerierierereseceerersiensi e | serereneenens 59,827,783 | ...ccovvvvvene. 55,165,919 | ...cccovvvvene. 23,250,047 | ..covvvrernns 12,151,345 | oo 5,833,237
14. Authorized control level risk-based Capital.............cocveeverereerinecnnneineces | verireeeennenens 16,995,538 |....ovvveen. 16,440,560 |......cocrnvvenne. 7,002,183 | ...ovvvircrennee 3,452,196 |...oovvrvvcrennes 2,310,865
Enroliment (Exhibit 1)

15. Total members at end of period (Column 5, LINE 7)......c.cevvivruerrirevireiens | e 227,797 | .o 232,425 | .o 157,998 | ..o, 81,661 | ..o 33,393

16 Total member months (Column 6, LINE 7)........ccccoeveuirerersiireeieieiceeeeies | ceveveevsesennns 2,765,276 | ...cccvvveee. 2,834,165 | ....cevvreeen. 1,271,961 | oo 584,727 | .o, 352,354

.................. 8,311,160

10,013,491
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swtement as of Decernver 31, 2006 of e IMlOliN@ Healthcare of Michigan, Inc.

SCHEDULE D - SUMMARY BY COUNTRY
Long-Term Bonds and Stocks OWNED December 31 of Current Year

1 2 3 4
Book/Adjusted Par Value
Description Carrying Value Fair Value Actual Cost of Bonds
BONDS 1. United States.......cocoomrvenns | covrrvrriniircincnnns 1,000,000 | ..ooovivrriciinnne 1,000,000 | ..oooovreeirrienne 1,000,000 | ..o 1,000,000
Governments 2. CANAMA. ...t | et | s sttt snssests | srsessess et s et stnsees | fensnsnst sttt ettt nnsenna
(Including all obligations guaranteed 3. Other Countries
by governments) 4. TotalS..oooeeerreiieieisieieinns
5. United States.........ccouuurrene
States, Territories and Possessions 6. Canada......
(Direct and guaranteed) 7. Other Countries
8. Totals.....cocvvcrircirircrinne
Political Subdivisions of States, 9. United States.
Territories and Possessions 10. Canada........cocovvvveerienernrenns
(Direct and guaranteed) 11. Other Countries

12. Totals.............
Special Revenue and Special Assessment 13. United States
Obligations and all Non-guaranteed Obligations 14. Canada
of Agencies and Authorities of Governments 15. Other Countries

and their Political Subdivisions 16, TOtAIS. oo | e (01 0 | o 0
17. United States
Public Utilities 18. Canada
(Unaffiliated) 19, OthEr COUNMIES......ivirereirs | cerreiisiisisssessssesiessesasssssssnses | oesessessnssssessesanssssesssssssensesses | essessssessessessssessessnssnsessnsnsess | nesossessessesassessssssessessnsassassees
20. Totals....coovrrrrreniesiiees
Industrial and Miscellaneous and 21. United States
Credit Tenant Loans 2 07 1 - - O O OO PO PU SRR ST
(Unaffiliated) 23. Other Countries...........c.c....
24, TOtalS ..o | v 0 ] e 0 ] e 0
Parent, Subsidiaries and Affiliates 25, TOAIS.....cvivieiieiiciesecieiiiiiiis | eevetieiiiiesiesestessssesctsssssesnes | etessesesssesssessssssssssesssssssssesas | eressesssssssessssessessessssessssassanses | sossessessnsissessesestassesssssnssssesaes
26. Total Bonds.. [ I 1,000,000 | .o 1,000,000 | ..o 1,000,000 | .ooovvinirinienne 1,000,000
PREFERRED STOCKS 27, UNIEA SEALES......cvuceeeeiireins [ e eiesieireessiseieins | ceseesssseseessessesse s sssssees | foesseeessesssssssssssaseessssssnssesens
Public Utilities 28. Canada
(Unaffiliated) 29. Other Countries.. ..
30, TOtAlS..ceececienieniirisiieriens | e enes 0
31 United States........c.corvennee.
Banks, Trust and Insurance Companies 32. Canada......
(Unaffiliated) 33. Other Countries
34.
35.
Industrial and Miscellaneous 36.
(Unaffiliated) 37.
38.
Parent, Subsidiaries and Affiliates 39.
40.
COMMON STOCKS 41.
Public Utilities 42.
(Unaffiliated) 43.
44.
45,
Banks, Trust and Insurance Companies 46.
(Unaffiliated) 47.
48.
49.
Industrial and Miscellaneous 50.
(Unaffiliated) 51.
52.
Parent, Subsidiaries and Affiliates 53.
54.
55. .
56. Total Bonds and Stocks...
SCHEDULE D - VERIFICATION BETWEEN YEARS
Bonds and Stocks
1. Book/adjusted carrying value of bonds and stocks, prior year.........c..ccoccereenne. 1,000,000 7. Amortization of Premium..........ccvveereereunecnerenrieeseseseseeneene
2. Cost of bonds and stocks acquired, Column 7, Part 3 310,000 8. Foreign exchange adjustment:
3. Accrual of discount 8.1 Column 15, Part 1........ccocovvvrvrennen.
4. Increase (decrease) by adjustment: 8.2 Column 19, Part 2, Section 1........
41 Columns 12- 14, Part 1.......ccoovvvveirierrcrenirenns 8.3 Column 16, Part 2, Section 2........
4.2 Columns 15 - 17, Part 2, Section 1 8.4 Column 15, Part4.........cccccoovnee. 0
4.3  Column 15, Part 2, Section 2.... 9. Book/adjusted carrying value at end of current period................... 1,000,000
44 Columns 11-13, Part4........ 0 10. Total valuation allowance
5. Total gain (loss), Column 19, Part 4...........ccccruermrnenenseieiesessssssiessssseeens 11. Subtotal (Lines 9 plus 10).... 1,000,000
6. Deduct consideration for bonds and stocks disposed of, Column 7, Part 4...... 310,000 12. Total nonadmitted @MOUNES..........ccccrveierirrirniisisrsieeseeeins
13. Statement value of bonds and stocks, current year.............c........ 1,000,000
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swtement as of Decernver 31, 2006 of e IMlOliN@ Healthcare of Michigan, Inc.

SCHEDULE T - PREMIUMS AND OTHER CONSIDERATIONS

Allocated by States and Territories

1 2 Direct Business Only
3 4 5 6 7 8
Federal Employees| Life & Annuity
Guaranty | Is Insurer Accident Health Premiums and Property/
Fund Licensed? & Health Medicare Medicaid Benefits Program Deposit-Type Casualty
State, Etc. (YES or NO)|(YES or NO) Premiums Title XVIII Title XIX Premiums Contract Funds Premiums
1. Alabama.......cccvvnennce O i | [ e | et esesnas | cresies st sntens | eeresssessess st esteses | eseressesaes et en e
2. AlasKa.......coe ..NO..........
3. ANZONA....ieeee e ..NO.........
4. Arkansas .NO..........
5. California .NO..........
6. Colorado . .NO..........
7. CONNECHCUL......eveevrreeeeereieisriseieians CT|... wNO..ooe.
8. Delaware........cccocereverreeriiresieenis DE|.... ..NO..........
9.  District of Columbia.......c..cccrvvrrrrrenee. DC|... ..NO.........
10. Florida .NO..........
11.  Georgia.... .GA|.. .NO.........
12, HaWalii......ooovevrereereereceeeeee s ..NO..........
13, 1daho....cces . NO..........
14, lNOIS......oecveeeeeeveeeeeeeeeeee e ..NO........
15, Indi@Na.....covveeeieeieeeee s ..NO..........
16, 1OWa. .o NO..........
17, KanSas.......cccoevevevevveveieieiseseseinens . NO..........
18, Kentueky.....coveveereeeneeniirerieiseireiens .NO.........
19, LouiSiana.......cccocevevveveeciersiriceinns ..NO..........
20, MaiN€..... v s
21, Maryland.......ocvevenenninenncnens
22. Massachusetts . .
23.  Michigan...... ...302,004 989,659 | ........498,025,579
24, Minnesota....
25.  Mississippi...
26. Missouri...
27. Montana...
28. Nebraska.
29. Nevada........
30. New Hampshire...
31.  New Jersey......
32, New MeXIiCO.......cccouvervmrereirercieiirnnns
33, NEeW YOrK....oovveveeireieeeeieseiseeieens
34.  North Carolina
35, North Dakota........c.ceveuverrirererneiriiennns
36, ONI0..iveceeereeeeee s
37, OKlahoma.......c.cccovvivriereieieecininens
38, OregoN......coeveevcreeerieniereerieseieeens
39.  Pennsylvania..........cocoeeeerrreneeneeneennens
40. Rhode Island..........ccceveriererineirininiens
41.  South Carolina
42.  South Dakota
43.
44,
45,
46.
A7, VIrGiNia.....voeeeeereeeereireeeeneeseeeeseeeneens
48.  Washington..........ccccovvevieriierenenns
49, West Virginia.......c.cccvvvvvvveereererennnns
50.  WISCONSIN.......ccoirirerirenrieisieeires e
51.  Wyoming
52.  American Samoa
53, GUAM...coeiiieieeeie e
54.  Puerto RiCO......cccoovviriieivicceviesne
55.  U.S. Virgin Islands............ccccourvrirninnn.
56. Northern Mariana Islands
57. Canada................ ...NO.. e ————— . [ [
58. Aggregate Other alien. R 0 L0 .
59.  Subtotal......ccooverenrrrirerrreeieeeens | e XK s | e XXX | ri0.302,004 | 989,659 | ........ 498,025,579 | .ovvevvrierienenn | 0 | e,
60. Reporting entity contributions for
Employee Benefit Plans... e XXX [ e 9.9.9, I s
61. Total (Direct BUSINESS).........ccovvvrrrrvrrerrns | creee XXX....... () — L 302,004 | ... ...989,659
DETAILS OF WRITE-INS
5898. Summary of remaining write-ins for line 58 from overflow page.......... | ... .
5899. Total (Lines 5801 thru 5803 plus 5898) (Line 58 @bOVE).......ccervereiies | correriiiiiiricisiianaad

Explanation of basis of allocation by states, premiums by state, etc.

(a) Insert the number of yes responses except for Canada and Other Alien.
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Statement as of December 31, 2006 of the MOIina Healthcare Of MiChigan, |nC.

SCHEDULE Y - INFORMATION CONCERNING ACTIVITIES OF INSURER MEMBERS OF A HOLDING COMPANY GROUP
PART 1 - ORGANIZATIONAL CHART

Company Code ST FedID# Name of Company
00000 CA  13-4204626 Molina Healthcare, Inc.
|-00000 CA  33-0342719 Molina Healthcare of California, Inc.
|-00000 MI 38-3435959 HCLB, Inc.
|-52630 MI 38-3341599 Molina Healthcare of Michigan, Inc.
|-95759 MI 38-2455176 Cape Health Plan, Inc.
|-95502 UT  33-0617992 Molina Healthcare of Utah, Inc.
|-96270 WA  91-1284790 Molina Healthcare of Washington, Inc.
|-00000 NM  38-2623350 Health Care Horizons, Inc.
|-95739 NM  85-0408506 Molina Healthcare of New Mexico, Inc
|-12249 IN 20-1494455 Molina Healthcare of Indiana, Inc
|-10757 TX  20-1494502 Molina Healthcare of Texas Inc
|-12334 OH 20-0750134 Molina Healthcare of Ohio, Inc
|-00000 CA  20-2714545 Molina Healthcare of California Partner Plan, Inc.
|-00000 GA 20-3372390 Molina Healthcare of Georgia, Inc.
|-00000 NV  20-3567602 Molina Healthcare of Nevada, Inc.

|-69647 OH 31-0628424 Molina Healthcare Insurance Company
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